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ROYAL presents... 
Touch Santrol « Improved Shift Freedom * Muted Action 


Minimize Eye-Strain « many other exclusive features 


The New and Greate -Writing 


Royalestablishes entirel'h&w stand- 
ards of typewriter value. Fro®& every 
standpoint, it climaxes al RAC ious 
conceptions of design and con}t\uc- 


tion. @ Imagine being able to adj&st 


instantly the keys of this type 
—to every individual touch—to th 
exact typing speed preferred f 


comfort and efficiency! Simple— 


with Touch Control! Merely the 
turn of a dial! e Muted Action, as 
exemplified in this new Royal, great- 
ly reduces the noise of typing and 
definitely absorbs vibration. e Eye 
strain, a constant threat to typists, 
has been practically eliminated. 
Non-glare Finger Comfort Keys, 
Improved Shift Freedom, Shielded 


[ype-bar Action protect the eyes 


from the mechanical distractions 
that cause optical fatigue. @ All in 
all, there are seventeen major im- 
provements—more than a hundred 
refinements—each created to mini- 
mize effort, to save time, to produce 
neater, more accurate letters. Yet the 
price is unchanged. Invite a demon- 
stration. Try this latest Royal in your 


own office .. . Compare the Work! 


May we invite you to see the NEW and GREATER ROYAL TYPEWRITER at the Royal Exhibit at the Annual 
Convention of the Controllers Institute, at the Waldorf-Astoria Hotel in New York City, on September 17 and 18. 
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Expense Control 


We have supplied for many years under 
contract the stationery form requirements 
of more than twenty national organiza- 
tions. Our plan simplifies and standardizes 
control, purchasing and warehousing rou- 


tines. | 


TANGIBLE 
SAVINGS 
GUARANTEED 


For further in a formation see our memoran- 
dum booklet at the Controller's Convention, 


or write us for a copy. 
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Lditortal Comment 


D p-tebimey opportunity for controllers to assem- 
ble and discuss in detail the major problems 
with which they are confronted is presented by the 
annual meeting of THE CONTROLLERS INSTITUTE OF 
America, which will take place at the Waldorf- 
Astoria Hotel, New York City, September 17 and 18. 
When members of the Institute were requested re- 
cently to suggest subjects for discussion at this 
meeting, the wide variety of replies received pro- 
vided a most illuminating measure of the problems 
uppermost in the minds of controllers at this time. 

Most frequently the suggestion was made that 
the problems of taxation, principally Federal and 
State, be included in the program, indicating that 
these subjects are claiming the attention of members 
of the Institute, and, as a result, arrangements are 
being made to devote a generous proportion of the 
time at the disposal of the members, to those sub- 
jects. Extensions of the time within which capital 
stock tax returns may be filed probably will take the 
latest date on which those returns may be filed to 
September 28, and it is planned to have a free ex- 
pression of thought on that subject so that con- 
trollers may benefit by the results of special studies 
of that problem that have been made. 

Perhaps at no time in the history of American 
business have more far-reaching problems been laid 
on the desk of the controller for solution. Informal 
discussions by members of the Institute indicate 
that greater reliance than ever is being placed on 
the recommendations made by controllers with re- 
spect to the proper handling of the many difficult 
matters now confronting business. The opportu- 
nity for constructive service by controllers was never 
more clearly defined, according to members of the 
Institute. 

The burden of preparing many new forms of re- 
ports, and much additional information, for use by 


regulatory bodies established by Federal and State 


legislation, falls on the controller and makes it 
necessary for him to make intensive studies. 

It is indeed fortunate that through THE CoNTROL- 
LERS INSTITUTE OF AMERICA opportunity is now 
afforded for an exchange of views and experiences 
vhich will be helpful in reaching sound conclusions 
with respect to these many important matters. 


lie a recent communication to a public official, 
PRESIDENT DANIEL J. HENNESSY of THE Con- 
TROLLERS INSTITUTE OF AMERICA Said: 

“You will understand, I am sure, that no class of 
business executive has had to bear the unreasonable, 
irritating and expensive requirements of bureau- 
cratic government for the past several months to the 
extent of that of the controller.” 

In these few words, Mr. Hennessy has set forth 
clearly the situation in which controllers have found 
themselves of late. 

In 1932, the thought was expressed by speakers in 
an annual gathering of controllers, that the latter, as 
a class, had been called on to bear heavy burdens 
since the fall of 1929. But in September, 1932, few 
men were able to envision the additional responsi- 
bilities that were to be placed on the shoulders of 
controllers, in the months just ahead. 

To the credit of the controller it must be said that 
he has borne up well under this heavy load, and 
that much of the progress that has been made 
toward a black-ink era must be credited to him. 


ie this issue of THE CONTROLLER appear the formal 
resolutions adopted by the New York State So- 
ciety of Certified Public Accountants with respect to 
certifications covering merchandise inventories. This 
declaration of procedure, coming from the largest 
State organization of certified publicaccountants inthe 
country, may be regarded as setting forth the views 
of a large section of the certified public account- 
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ants of the United States, with respect to certifica- 
tions covering this important item of a balance sheet. 

There appears also in this issue, a letter from 
Mr. J. Fred Hunt, a controller and member of THE 
CONTROLLERS INSTITUTE OF AMERICA, who form- 
erly was in public practice as an accountant, who 
states that the requiring of certificates from clients 
by public accountants covering the subjects of in- 
ventories and liabilities has been a common practice 
in Canada and in Great Britain for twenty to twenty- 
five years. 

It is a step forward to have the practices of cer- 
tified public accountants, with respect to these par- 
ticular items, clarified and understood so that the 
responsibility for a correct statement and valuation 
of inventories and of liabilities may be definitely 
placed. The responsibility is put squarely on the 
client, which means in a majority of cases, especially 
in businesses of considerable size, on the controller. 

As the studies by controllers are continued and 
widened, it will, perhaps, be possible to have similar 
definite understandings with respect to other items 
on the balance sheet and on the profit and loss state- 
ment until, eventually, business executives, bankers, 
and the public generally, including legislators both 
State and National, may have a clear conception of 
exactly where the responsibility for these various 
items really rests. 

This is a subject which will be discussed, possi- 
bly in considerable detail, at the coming annual 
meeting of THE CONTROLLERS INSTITUTE OF 
AMERICA. It goes to the roots of the relations be- 
tween public accountants and their clients. 


LSEWHERE in this issue of THE CONTROLLER, 
there is presented a brief report of the work 
that THE CONTROLLERS INSTITUTE OF AMERICA per- 
formed during August in conjunction with the 
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newly created Securities and Exchange Commission. 
THE INstTITUTE, through a special committee, pre- 
pared a set of detailed recommendations and sugges- 
tions with respect to the regulations which are in 
course of preparation for administration of the Na- 
tional Securities Exchange Act of 1934. Those rec- 
ommendations were presented to the Securities and 
Exchange Commission. 

THE INstiTUTE has not published the text of its 
recommendations, but has sent them as a confiden- 
tial communication to the members of that organ- 
ization. 

The work that has been done by THE INSTITUTE 
was performed in response to a general request 
made by Chairman Joseph P. Kennedy, of the Se- 
curities and Exchange Commission, for suggestions. 
In approaching this task, THE INSTITUTE brought to 
bear the point of view of those affected by the new 
Act. The carrying out of the provisions of the Act 
and of the regulations which are now being pre- 
pared will, so far as the corporations are concerned, 
fall on the shoulders of the controller in a majority 
of instances. The controller looks at the problem 
from a practical point of view, having in mind the 
preparation of the many financial reports and state- 
ments and other material which the Commission 
will require in order to perform its task intelligently. 
It is noted with satisfaction by controllers that the 
attitude of the Commission is that enforcement of 
the Act should be made as little of a burden as pos- 
sible. 

The existence of such a body as THE CONTROL- 
LERS INSTITUTE OF AMERICA at such a time as this, 
with its facilities for expressing the practical view- 
point of financial officers of corporations, is wel- 
comed by the Federal agencies charged with the re- 
sponsibility of enforcing this and other similar new 
legislation. 
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This Appears To Be Ideal Set-Up of 


Controller’s Duties and Powers 


Controller of Manufacturing Company Submits Detailed De- 
» scription of Functions for Which He Is Responsible, and Their 
Relation to Company’s Activities—Is Elected by Board of Direc- 
tors, Reports to President—Article by GrorcE M. ARISMAN. 


HE author of the article that fol- 

lows, Mr. GEORGE M. ARISMAN, 
is a member of THE CONTROLLERS 
INSTITUTE OF AMERICA. He is con- 
troller of the Armstrong Cork Com- 
pany. 

In submitting the detailed descrip- 
tion of his duties and responsibilities, 
he said: 

“As you will gather from this paper, 
there has been considerable time and 
effort used in arriving at the set-up of 
the position of the controller in this 
company. To reach this point which we 
have here in this respect, requires 
painstaking effort by the individuals 
who are concerned with the functions 
and duties of the controller, as well 
as his responsibility. I can readily see 
where possibly some of these experi- 
ences, as well as further information 
concerning the set-up of this company, 
might be of value to others of our 
Institute. If so, I would be glad to 
cooperate with you in any program 
you might wish to submit on this 
particular subject at a later date.” 

Publication of this paper should 
stimulate many controllers to strive 
for an equally comprehensive set-up. 


—THE EpIror. 


The controller of the Armstrong 
Cork Company is elected by the board 
of directors, and reports to the presi- 
dent. The office of controller is on 
a parity with that of the other general 
executives of the company. The con- 
troller serves as an adviser to the board 
of directors, the president and all 
general and operating executives. 

The duties of the controller include 
the receipt of cash and the disburse- 


ment of funds, except for the signa- 
ture of checks on the general funds of 
the company, which are signed by the 
treasurer. The checks on the payroll 
accounts are signed by a representative 
of the Controller's Division. 

The financing of the company is 
carried on by the treasurer, and the 
controller’s responsibility in connec- 
tion with this function is the same as 
that which applies to all other func- 
tions of the business. 

In addition to the general functions 
and responsibility of the controller in 
respect to the company’s business 
operations, he is an operating execu- 
tive through the Controller's Divi- 
sion. The Controller's Division is 
made up of the following departments, 
under which there are one or more 
sections. The general departments 
are as follows: 

Budgeting 

Office Management 
Accounting Domestic 
Accounting Foreign 

Internal and Public Auditing 
Controller's Staff 


The Budgeting Department is made 
up of the following sections: 

1. Budgeting Staff 

2. Reports Section 

The Office Management Department 
is made up of the following sections: 
. Stenographic 
. Service 
. Files 
. Telephone 
. Telegraph 
. Calculating 


N Mo BR ND eR 


The Accounting Department is di- 
vided into three major sections: 


1. General Accounting 
2. Cost Accounting 
3. Payroll and Tabulating 


The General Accounting Depart- 
ment is divided into the following 


- sections: 


1. General Ledger 

2. Billing 

3. Accounts Receivable 
4. Accounts Payable 


The Cost Accounting Department is 
divided into the following sections: 
1. Cost Sections for Different Fac- 
tories 
2. Inventory Control Section 
. Burden Standard Section 
4. Clerical Sections for Different 
Factories 
5. Appraisal Section 
The Payroll and Tabulating De- 
partment is divided into the follow- 
ing sections: 
1. Payroll! 
2. Bonus 
3. Sales Analysis—Different Divi- 
sions 
4. Tabulating General 
5. Warehouse Stock Tabulating 


Ww 


Under foreign accounting the con- 
troller has functional control of the 
same activities as that under his direct 
control under the domestic account- 
ing. The foreign subsidiaries are di- 
rectly responsible to the controller for 
the methods and procedure used in 
budgeting and the carrying of their 
accounts, as well as costs. The con- 
troller does not exercise any authority 
over the foreign organization nor is 


he directly responsible for office man- 


agement and office procedure. These 
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functions are left to the executives of 
foreign subsidiaries and their subor- 
dinates. The controller may and does 
advise on these subjects as he sees fit. 

The Internal Auditing Department 
is made up of one section covering 
the auditing of all accounts of do- 
mestic and controlled companies. The 
internal auditor under the controller 
is also responsible for carrying out 
such audits as he may be directed to 
make covering customers to whom 
funds have been advanced or who 
carry unusually large credits with this 
company. The controller is responsible 
for the selection of outside auditors, 
subject to the approval of the execu- 
tive committee and board of directors. 
The work of the outside auditors 
covers not only the auditing of the 
domestic companies, but all foreign 
and controlled companies. 

The controller's staff is made up of 
two sections: 

1. Economic Costs and Studies 

2. Statistics and Business Economics. 

The following is a discussion of 
the functions of the controller through 
the departments and sections directly 
responsible to him as an operating or- 
ganization. 

The Budgeting Department is re- 
sponsible for the setting up of budg- 
ets, their operation, and the reporting 
of the actual results and variations of 
operations, and the preparation of the 
financial budgets for the company. 
The budgets are set through the op- 
erating divisions with the help and the 
guidance of the controller through the 
Budget Department. The Budget De- 
partment is divided into two sections 
as shown above—the Budgeting Staff 
and the Reports Section. The Budget- 
ing Staff Section is used in the build- 
ing of budgets. Their function is ac- 
tually to build the budgets through the 
operating divisions and make such 
studies, corrections and changes in 
budget technique as will give the com- 
pany the most accurate budget basis. 
The Reports Section of the Budgeting 
Department is responsible for report- 
ing the actual performance against the 
budget and the analyzing of all vari- 
ations. 


In Charge of Office Management 

The controller’s function through 
the Office Manager extends through 
the entire organization of the company, 
and in many matters to the branch of- 
fices. The Stenographic Section under 
the office manager is responsible for 
the stenographic and secretarial work 
of the main office of the company. The 
same work in the branches is handled 
under the direction of the branch man- 
ager and in the foreign subsidiaries 
under the direction of the executives 
of those companies. 

The Service Section is responsible 
for the upkeep of grounds, mainte- 
nance of office buildings, the handling 
of mail, the visits and tours of visitors 
through the offices and factories, also 
the storing of records of the company 
and similar duties. The office manager 
through the files, telephone and tele- 
graph sections handles work falling 
under those headings. 

The Calculating Section under the 
Office Manager is set up to take care 
of the calculating of the central or 
home office, and work is routed to and 
from this section on a schedule. 

The function of the controller 
through the General Accounting De- 
partment is to keep the corporation’s 
records covering domestic, controlled 
and foreign companies, and the con- 
solidation for the entire company. 

The Billing Section, under the su- 
pervision of the general accountant, 
bills all shipments of domestic com- 
panies originating from the factories. 
Those shipments originating in branch 
warehouses, in most cases, are billed 
from the branch office, and such bill- 
ings are routed and controlled through 
the Billing Section at the central of- 
fice. 


Accounts Receivable 


The Accounts Receivable Section 
under the Controller's Division keeps 
all customers’ accounts of the Com- 
pany and is also responsible for the 
carrying of the cash receipt books. The 
Accounts Receivable Section makes up 
all records in connection with receipt 
of cash, makes postings to the cus- 
tomers’ accounts and makes up the de- 
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posits for the banks, and at this point 
turns the funds over to the treasurer's 
office with the proper receipt for them. 

The Accounts Payable Section 
handles invoices from vendors, is re- 
sponsible for purchase discounts taken, 
the proper vouching of invoices, the 
drafting of checks to vendors and the 
coding for account distribution in con- 
nection with disbursements. 

The controller, through the chief 
cost accountant, is responsible for the 
cost accounting work of the company. 
This covers the carrying of control 
records in connection with inventories, 
the method and procedure of taking 
inventories. The accumulation of cost 
information is carried on in the vari- 
ous factory cost sections. This work 
comprises the costing for materials, the 
costing for labor, and the costing for 
expense by operations, and the proper 
distribution to operations and product 
of all burden incurred. These cost sec- 
tions are responsible for the setting of 
cost standards, the measuring of actual 
performance against the standard, the 
variations and the reason for these 
variations. This also applies not only 
to factory, but to distribution and com- 
mercial burden as well. 

The Cost Department with the aid 
of the Payroll and Tabulating Depart- 
ments is responsible for the develop- 
ment of the cost of sales, from which 
the companies’ operating statements 
are made up. These factory cost sec- 
tions are also responsible for cost 
estimating not including estimates on 
contracts where contract work is done 
by certain sales divisions. The costs 
of these contracts are estimated by the 
sales division organizations, subject to 
the check, through the records later 
furnished, by the controller when the 
contract is completed. 


Inventory Control 

The Inventory Control Section is re- 
sponsible for all records which give 
the controller, the Cost Sections, and 
the Production Planning and Control 
Department information by means of 
which inventories can be properly reg- 
ulated and controlled. 
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The Burden Standard Section ac- 
cumulates the expenses by operations, 
branches and staff departments of the 
company, prorates burden, and de- 
termines the standard burden rates 
for the various manufacturing and dis- 
tribution operations and commercial 
expense and for each product produced 
and/or traded by the company. This 
includes products purchased from out- 
side manufacturers and sold by the 
different sales divisions. 

The Factory Clerical Sections are re- 
sponsible for factory records of the 
different factories, also such other re- 
ports as time cards, employment in- 
formation, special information  re- 
quired by a factory superintendent or a 
foreman within an operating depart- 
ment, and so on. 

The Appraisal Section under the 
Cost Department is responsible for 
keeping costs of appropriations ap- 
proved as capital repairs or replace- 
ment expenditures, the keeping of 
plant records covering land, buildings, 
machinery, equipment, including loose 
tools; office furniture and delivery 
equipment. This section is respon- 
sible for the determination of depreci- 
ation rates, the sound value of plants, 
the insurable value of all properties 
and equipment, and the keeping of 
costs on development projects, research 
and factory, including mechanical. 

The controller through the payroll 
and Tabulating Department is respon- 
sible for the production of the records 
showing the earnings of all wage 
workers. The salary payroll is made 
up by the treasurer's office. The work of 
the Payroll Section includes the appli- 
cation of wage rates to all wage earn- 
ers’ records, the determination of the 
earnings of each wage earner and the 
amount of vacation pay to be paid to 
each. 


Determination of Bonus 
The Bonus Section under the Pay- 
roll and Tabulating Department is 
responsible for the determination of 
the amount of quality bonus to be paid 
to each wage earner, depending upon 
the rate of perfection attained by the 


individual or group of individuals con- 
cerned. 

The Sales Analysis Sections for the 
different sales divisions are responsible 
for the proper coding of all customers’ 
invoices, this coding covering products, 
territories, salesmen, and so on. These 
sections are also responsible for the 
proper analysis of sales in connection 
with the closing of the general books, 
including the records necessary to 
transfer products from one factory or 
division of the company to another—in 
other words, the interplant transfers. 

The General Tabulating Section car- 
ries the complete responsibility of 
handling all tabulating work in con- 
nection with the corporation’s accounts. 
The work of this section is very com- 
prehensive, as inventories, costs, cost 
of sales, wage earnings, sales analyses, 
budget reports and operating state- 
ments are here accumulated and sum- 
marized. The accounts payable 
summarization and the distribution of 
disbursements to accounts is also car- 
ried on in this section. 

The work of the Warehouse Stock 
Tabulating Section covers the carrying 
of details in connection with the kind, 
size, and so on, as well as the location 
of stock contained in the warehouses. 

The Controller's Staff consists of two 
sections—one of Economic Costs and 
Studies, and the section, Statistics and 
Business Economics. The section 
known as Economic Costs and Studies 
is responsible for the determination of 
cost levels under varying operating 
volumes and conditions, which in- 
formation is used for the determination 
of prices. This same section is re- 
sponsible for the study of new projects 
proposed, as to investment required 
and profit involved. This section also 
studies the return on investments by 
divisions, by product, by capital ex- 
penditure project, and the like. Un- 
der the section of the Controller's 
Staff known as Statistics and Business 
Economics, the statistics of the com- 
pany are carried and put in form for 
intelligent use. This section is re- 
sponsible for the studying of the gen- 
eral business conditions of the country, 
the company’s business, and the 
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advising of the executives of the or- 
ganization concerning business and 
economic conditions. This section is 
also responsible for the formulation of 
the basis of sales forecasting through 
statistics and information developed 
by them, and through information 
gathered from the sales divisions. 
Sales forecasts are set up from this 
data by a Forecasting Committee, made 
up of the controller as chairman, the 
assistant treasurer, the economist, who 
is head of the Statistics and Economic 
Section, and the head of the Produc- 
tion Planning and Control Department. 
These forecasts are approved by the 
president’s office before used for con- 
trol and budgetary purposes. 

The financial reports to stockholders 
are prepared under the direction of the 
controller and are submitted, after the 
approval of public certified account- 
ants, through the president to the stock- 
holders. The corporation’s balance 
sheet and operating statements, includ- 
ing those covering dotuestic, controlled 
and foreign companies, are submitted 
to the Board of Directors and the presi- 
dent's office by the controller. Operat- 
ing statements covering divisions and 
products, and such other operating and 
statistical information as may be re- 
quired, are submitted through the con- 
troller, under his signature, to the 
president's office or to such operating 
executives as are concerned, including 
cash budget reports to the treasurer. 

In addition to these functions, the 
controller is a direct operating execu- 
tive, having an organization made up 
of approximately 350 individuals. 
Through this organization he is re- 
sponsible for the work in connection 
with budgets, functions carried on 
through the office manager, the do- 
mestic accounting made up of the cor- 
poration accounting, cost accounting, 
payroll and tabulating work. He has 
functional control over foreign ac- 
counting and budgeting, he is respon- 
sible for internal and external or out- 
side audits, he is chairman of the 
Forecasting Committee, and his staff 
is responsible for economic costs and 
studies and the statistics and business 
economics of the company. 
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Budget for Furniture Manufacturing 
Concern Described in Detail 


Establishment of Operating Budget Begins with Careful Estimate of Sales— 
Standard Cost System Used Effectively—Gross Profit Within 10 Per Cent. of 
Budget First Year, Within 2.7 Per Cent. Last Year—Article by H. C. PErry. 


1 article that follows is the first 
in a series to be published in these 
columns on the subject of budgeting. 

Mr. Perry, the author of this artt- 
cle, is treasurer of the Heywood-W ake- 
field Company. He is a member of 
THE CONTROLLERS INSTITUTE OF 
AMERICA. 

The essential details of the budget 
procedure adopted by Mr. PERRY and 
his company are set forth clearly in 
this article. — Tue Eprror. 

Few companies in the furniture 
manufacturing industry work on a 
budget basis. Yet, there seems to be no 
valid reason why they cannot develop 
beneficial budgetary programs which 
would assist them in their operations, 
for the difficulties, outside of possibly 
changing styles and fashion demands, 
are apparently no more disturbing than 
those found in connection with the 
average manufacturing or mercantile 
business. 

To illustrate budgetary procedure in 
this field, we will discuss the budget 
plan of one of the largest furniture 
manufacturing corporations in the 
country, and one of the few that has 
developed a budget plan. 


Sales Budget 

This company, very wisely, lays par- 
ticular emphasis on its sales forecast, 
for after all the sales budget is the 
cornerstone of any budget structure. 
Salesmen are required to estimate their 
expected sales for the ensuing year, in 
dollar volume. These estimates are 
submitted to the various district sales 
managers by whom they are reviewed 
and approved before being forwarded 
to the general sales manager at the 
main office. Concurrently, the mer- 


chandising manager forecasts sales by 
patterns and styles, basing his opinion 
on previous experience. Total dollar 
volume, based on this unit forecast, is 
compared with the sales department's 
forecast based upon dollar value alone, 
and a compromise result used as the 
final forecast, or sales budget total. 
After the foregoing determination, 
the sales budget is sub-divided by sales- 
men and geographical distribution, by 
classes of product, and by months. The 
unit forecast is then extended, at the 
standard material, labor and overhead 
costs, and divided by classes of prod- 
uct, according to producing locations. 
From the total material costs, the com- 
pany is enabled to regulate material 
purchases, after establishing inventory 
objectives. Productive labor require- 
ments are delivered to the various 
plants, with the production forecast 
for the individual plant, for the period. 
Overhead investment, based on pro- 
ductive labor, is calculated, and stand- 
ards fixed for the operating departments. 
Attention is called to several fea- 
tures of the plan just outlined. Sales 
quotas are set by salesmen and by sales 
districts. These quotas are based, not 
alone upon dollar sales volume, but 
also upon classifications, establishing 
standards of sales-accomplishment for 
the distributing organization. Produc- 
tion is allocated among the various 
plants in such a manner as to insure 
efficiency of operation and distribu- 
tion. Furthermore, standard costs are 
set, and used, as a basis for budgeted 
production costs. Naturally, such be- 
ing the case, considerable work in con- 
nection with the preparation of the 
budget is obviated. Again, the operat- 
ing budget ties in completely with the 
cost system maintained, the forecast 


of financial results being predicated 
upon the use of a standard cost plan. 


Manufacturing Expense Budget 

Allowable manufacturing expenses 
are broken down to accounts in ac- 
cordance with the Budget Develop- 
ment Exhibit (Fig. A). Using this 
as a basis, the factory manager is re- 
quired to determine the probable ex- 
penses on a given amount of produc- 
tive labor. It will be recalled that 
the amount of productive labor, for 
each plant, is arrived at in conjunction 
with the sales budget. To accom- 
modate the varying amounts of pro- 
duction, it is necessary to divide ex- 
penses into two groups, constant and 
variable. The constant expense is as- 
sumed to be equal monthly, the annual 
amount being so spread over the twelve 
months of the year. Variable ex- 
pense is in proportion to the produc- 
tive labor employed. Semi-variable 
expenses are classified as between con- 
stant and variable, and distributed as 
mentioned previously. 

To follow up performances, a Budget 
of Manufacturing Expenses (Fig. B), 
is used, one for each plant, each 
month. In preparing this report, the 
figures in the first column (budget), 
are secured from the Budget Develop- 
ment Exhibit (Fig. B), against which 
are shown actual expenses. The “to 
date this year’ columns show the ag- 
gregate budget and actual amounts 
accumulated to the close of the month 
for which the report is issued. 

A summary of the budget is shown 
in the lower part of the report, and 
is intended to reflect the causes of the 
unabsorbed or over-applied burden, 
divided between that portion which re- 
sults from failure to meet budgeted 





136 


expense and that which accrues from 
productivity. 

From the total sales forecast, the al- 
lowable warehouse and commercial 
expenses, provided in the selling price 
of the product, may be readily deter- 
mined. This allowance is reported to 
the various district sales managers, by 
accounts, against which is set the prob- 
able expenses. The report is returned 
to the general office, and if approved, 
adopted as an integral part of the 
budget. Expenses in this group are 
divided as between constant, variable 
and semi-variable, as in the case of 
manufacturing expenses. Constant ex- 
penses are absorbed at the rate of one- 
twelfth of the annual amount, each 
month. The percentage of variable 
expense, in relation to sales volume, 
is determined, and the amount thereof 
added to the constant expense each 
month, providing the budget for the 
month. Comparisons of actual and 
budgeted expenses, for the month, and 
cumulatively, are made through the 
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use of the Statement of Warehouse 
and Commercial Expense (Fig. C). 


Inventory Budget 

Inventories are budgeted twelve 
months in advance, by taking into 
consideration production as  deter- 
mined by the sales budget, inventory 
at the beginning of the year, and the 
expected turnover. These computa- 
tions thus provide objectives for the 
manufacturing and sales departments, 
and are used as a basis for control 
over the company’s total investment in 
inventories. A monthly Inventory 
Statement (Fig. D), is prepared for 
each branch, monthly, comparing 
budgeted and actual balances. Details 
are shown in respect to raw materials 
and supplies; white stock, finished 
parts and goods; and work in proc- 
ess—the customary raw material, work 
in process and finished products ar- 
rangement. 

At the beginning of each quarter, 
all branches are required to determine 





period is covered. 

Columnar headings are 
“Total to Date Last Year.” 
and “Actual.” 


WAREHOUSE EXPENSE: 
Warehouse Wages 
| Warehouse Office Salaries 
| Trucking Labor and Expense 
| Repairs to Merchandise Stock 
Power, Heat and Light 
Repairs to Equipment 
Warehouse Occupancy 
Depreciation on Equipment 
Inward Freight and Express 
Other Warehouse Expense 
TOTAL WAREHOUSE EXPENSE 


ADMINISTRATIVE EXPENSE: 
Administrative and Office Salaries 
Office Supplies and Postage 
Telephone and Telegraph 
Collection and Exchange 
Bad Debts 
Pensions and Retirement Allowances 


“Budget” and “Balance Last Year.” 


Work in Process 
Finished Goods: 
Cane and Wood 
Reed and Fibre 
Baby Carriages 
Toy Vehicles 
Cane, Reed, Fibre Products 





STATEMENT OF WAREHOUSE AND 
COMMERCIAL EXPENSE 


| Across the top of the form appear spaces to indicate the 


“Current Month,” 
Under the first two appear the sub-divisions “Budget”’ 


Down the left-hand side of the page appear these items: 





Across the bottom of this form space is provided for an “Inventory Statement,” 
the columnar headings of which are “Inventory January, 


Down the left-hand side appear these items: 


| TOTAL WAREHOUSE AND COM’L EXP. 
CARRYING CHARGES ON IDLE PROP. 


“Branch” and what 


“Total to Date This Year’ and 


Other Administrative Expense 
TOTAL ADMINISTRATIVE EXP. 


SELLING EXPENSE: 

Salesmen’s Compensation and Travel 
Sales Floor and Office Occupancy 
Advertising and Postage 
Catalogues, Photos and Electros 
Freight and Express Outward 
Servicing Public Seating Installations 
Public Seating — Expense 
Other Selling Expens 

TOTAL SELLING EXPENSE 


Taxes : 
Depreciation 
Insurance 
Maintenance 
Rent Expense 


TOTAL CARRYING CHARGES 


” “Deductions,” “Balance,” 


Mats and Matting 
School Furniture 
Opera Chairs 
Total Finished Goods 
Factory Direct Shipments 


TOTAL INVENTORY 








(C) Statement of Warehouse and Commercial Expense. 








Budget Development 
Exhibit 
Spaces are provided on this form 
to indicate the factory, department, 
and the year. 

Across the top of the form appear 

these headings: 

Manufacturing expenses 

Four-week period — Subnormal, 
normal, abnormal (a column 
for each) 

Five-week period—Subnormal, nor- 
mal, abnormal (a column for 
each) 

Estimated annual charge. 

Down the left-hand side of the 

form appear these headings: 
FIXED EXPENSES 
GENERAL EXPENSES 
Taxes 
Insurance (Fire) 
Depreciation 
Pensions 
TOTAL FIXED EXPENSES 
VARIABLE EXPENSES 
INDIRECT LABOR 
Supervision 
Foremen 
Clerks and Stenographers 
Stores and Receiving Clerks 
Non-Productive (Misc.) 
Idle Time 
New Machine Operators 
Packing and Shipping Labor 
Breakage and Spoilage 
Truckers, Sweepers and Elev. Men 
Inspectors 
Total Indirect Labor 
INDIRECT MATERIALS 
Perishable Tools 
Stationery, Printing & Off. Sup. 
Supplies (Misc.) 
Packing and Shipping Material 
Defective Material 
Fuel 
Total Indirect Materials 
REPAIRS AND MAINTENANCE 
Real Estate and Buildings 
Mach. Equip., Tools, Cutters and Saws 
Total Repairs and Maintenance 
GENERAL EXPENSES 
Insurance (Liability) 
Traveling Expense 
Designing and Experimental 
Telephone and Telegraph 
Fire Protection 
Welfare and First Aid 
Photography 
Contributions 
Royalties 
Miscellaneous 
Association Dues and Memberships 
Total General Expenses 
TOTAL VARIABLE EXPENSES 
TOTAL MANUFACTURING EXPENSES 
Re-distribution of Pr., Ht. and Lt. 
Re-distribution of General 
Re-distribution of General Stores 
Re-distribution of Rep. and Maint. 
Re-distribution of Lumber Dept. 
Re-distribution of Shipping Dept. 
Re-distribution of Transportation 
TOTAL MFG. EXP. AFTER RE-DIST. 
Less Deductions 
NET MANUFACTURING EXPENSES 
PRODUCTIVE LABOR 
% Fixed Expense to Productive Labor 
% Variable Expense to Productive La- 


bor 
% Mfg. Expense to Productive Labor 


At the bottom of the form appears 
this notation: 


Note: Details of composition of the above 
figures should be listed on the reverse 
side. The Estimated Annual Charge for 
fixed expenses will be prorated on the 
basis of 7.7% for 4 week periods and 9.6% 


for 5 week periods. 








(A) Budget Development Exhibit. 





























| also the period covered. | 


| This 





Budget of Manufacturing 
Expenses 


At the top of the form spaces are 
provided to indicate the branch and | 

There is a column headed “Manv- | 
facturing Expense” in which there | 
are headings for various items of | 
expense. 

Another column is headed ‘Month 
of ————” with separate columns 
headed “Budget” and “Actual.” An- | 
other column is headed ‘To Date | 
Year” with sub-divisions for | 
“Budget” and “Actual.” 

The last column is headed ‘Actual | 
to Date Last Year.” | 

The column down the left-hand 
side of the page contains these 
items: 


FIXED EXPENSES | 
GENERAL EXPENSES: | 
Taxes 
Insurance (Fire) 
Depreciation 
Pensions and Retirement Allowances 


TOTAL FIXED EXPENSES 


VARIABLE EXPENSES 
INDIRECT LABOR: 


Supervision 

Clerks and Stenographers 

Stores and Receiving Clerks 
Packing and Shipping Labor 
Breakage and Spoilage 

Truckers, Sweepers, Elevator Men 
Inspectors 

Non-Productive (Misc.) | 
TOTAL INDIRECT LABOR | 


INDIRECT MATERIALS: 
Perishable Tools 
Office Supplies and Postage 
Supplies (Misc.) 
Packing and Shipping Material 
Defective Material 
Fuel 
TOTAL INDIRECT MATERIALS 


REPAIRS AND MAINTENANCE: 
Real Estate and Buildings 
Machinery and Equipment 


TOTAL REPAIRS AND MAINT. 


GENERAL EXPENSES 
Insurance (Liability) 
Designing and Experimental 
Telephone and Telegraph 
Welfare and First Aid 
Royalties 
Other General Expense 
TOTAL GENERAL EXPENSES 
TOTAL MANUF’T’G EXPENSE 


of General ; 
as of Rep. and Maint. 
" of Shipping 
TOTAL MFG.EXP. AFTER RE-DIST. 


Less Deductions 


| 

Re-dist. of Pr., Ht. and Lt. | 
* | 

| 


NET MANUFACTURING EXPENSES 


Budget Standard Actual 
PRODUCTIVE LABOR 
Expense to Prod. Labor 
MFG. EXPENSES 
VARIANCE 
Efficiency Activity Total | 
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from the sales budget, expected cash 
remittances and expenses for the 
period, thus arriving at the balance of 
cash to be remitted to the general of- 
fice. Expenses, at the branches, are 
mainly for current operating charges, 
since they make their merchandise pur- 
chases from company-owned factories. 
From these reports, the general office 
can determine the cash position, with 
reasonable accuracy, three months in 
advance. In practice, the variations 
between actual and budgeted results 
are within a sufficiently narrow range 
to permit effective treasury manage- 
ment. 
General 


The master budget is prepared by 
the regular staff, under the supervi- 
sion of the treasurer, no special or- 
ganization being required for its opera- 
tion. Before becoming official, it is 
approved by the president and treas- 
urer, and to the latter falls the re- 
sponsibility for seeing that the provi- 
sions of the budget are followed. 

As in most instances, when a budget 
plan is installed, there was a reluctance 
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on the part of the management toward 
planning in advance. Before long, 
however, the program proved its value, 
by demonstrating weaknesses in the 
operating structure, and focusing at- 
tention on expense factors that were 
out of line. While apathetic at its 
inauguration, the attitude has since 
changed in a decided manner, and to 
quote the treasurer of the company: 
6 . they have a growing interest 
in the budget and admit that it helps 
them plan operations more _intelli- 
gently.” For its first year of operation, 
gross profit was within 10% of the 
budget figure and expense within 3%, 
a quite satisfactory result for a period 
which must, necessarily, be more or 
less experimental. 

Current performance demonstrates 
that experience will develop greater 
accuracy since for the year 1934 to 
June 30 gross profit is within 2.7 per 
cent., all operating expenses within 
3.4 per cent. and net operating results 
within six-tenths of 1 per cent. of the 
objectives established at the beginning 
of the vear. 





covered. 


ance Last Year-’ 


Lumber, Dim., Veneer Stock 
Iron, Steel and Hardware 
Rattans 

Fibre Stock 

Upholstering Materials 
Finishing Materials 
Manufacturing Materials 


Goods.” 

the left-hand column: 

White Stock Dept. 
TOTAL WHITE STOCK 

Finished Parts Dept. 


TOTAL FINISHED PARTS 


columnar headings as above. 


“Total all Inventories.” 





INVENTORY STATEMENT 


This form contains spaces at the top to indicate the branch and the period 


There is a general heading “Raw Materials and Supplies” and columns headed 
“Inventory January,” “Deductions,” “Balance 193—,”’ “Budget 193—” and “Bal- 


Down the left-hand side appear these items: 


A second section of this form is headed “White Stock, Finished Parts and 
It has the same columnar headings as above and these items appear in 





A third section of this form is headed “Work in Process.” 
Spaces are provided in the left-hand column to | 
designate the various departments, also the headings “Total Work in Process’ and | 


Coir Yarn 

Packing Materials 

Misc. Factory Supplies 
Fuel 

Containers / 


TOTAL RAW MTLS. AND SUPPLIES 


Finished Gouds Dept. 


TOTAL FINISHED GOODS 
TOTAL WHITE ST’K, FIN. PARTS, GOODS | 


It has the same 











(B) Budget of Manufacturing Expenses. 


(D) Inventory Statement. 








Additional Forms of Certificates 
Required by Public Accountants 


ACCOUNTS RECEIVABLE 
CERTIFICATE 


Additional forms of certificates re- 
quired by public accountants from their 
clients, covering the items of inventory 
and contingent liabilities, are pre- 
sented here. This subject was dis- 
cussed in the July-August number of 
THE CONTROLLER. The certificates: 


COMPREHENSIVE FORM 
Dear Sirs: 

In connection with the Consolidated Bal- 
PRINS ee NEEM occ ccccssasecisuassasstccvsscsts and Sub- 
sidiary Companies at December 31, 1933, I 
hereby certify that to the best of my knowl- 
edge and belief 


The Properties, Plants and Machinery of 
the Companies were maintained in an 
efficient working condition during the 
year and all repairs were charged off 
against the earnings for the year. All 
items charged to asset accounts repre- 
sent actual additions or betterments 
and adequate provision for depreci- 
ation was made during the year. In 
the case of replacements, the replaced 
assets were written out of the capital 
account and the new assets added. No 
obsolete machinery or equipment was 
included in the asset accounts as of 
December 31, 1933; 


WERE BIOWISIOR Ol access sssctcnnscisccsestce to cover 
depreciation for the year 1933 is ade- 
quate; 


The Stocks of Finished Goods, Work in 
Process and Materials and Supplies 
BEMOUITIT 10... 0ccsccessososotascness were care- 
fully taken and compiled by responsi- 
ble employees of the Companies and 
that the prices at which they were cal- 
culated exceed neither cost nor cur- 
rent market values. Such stocks were 
the property of the Companies free 
of lien and included no obsolete or 
worthless stocks not covered by re- 
serves ; 


All liabilities of whatever nature were 
recorded on the books of the Com- 
panies and on the consolidated balance 
sheet at December 31, 1933, and there 
existed at that date no contingent lia- 
bilities either by way of bills dis- 
counted or endorsements for third par- 
ties not disclosed on the Consolidated 
Balance Sheet. 


Yours very truly, 


Comptroller. 


Dear Sirs: 

In connection with the Consolidated Bal- 
ance Sheet of... and Sub- 
sidiary Companies at December 31, 1933, I 
hereby certify that to the best of my knowl- 
edge and belief 





The Accounts Receivable amounting to 
~ Lele eee mea after deducting the 
reserve amounting tO $...........cccese : 

The Notes Receivable amounting to 
Bs scveisessaseemsescecuesees after deducting the 
reserve thereagainst amounting to 





The Mortgages and Deferred Receiv- 
ables amounting to $..............sssessee 
after deducting the reserve there- 
against amounting tO $............cccseeees 

were good and collectible, the reserves pro- 
vided being ample to cover any accounts, 
notes or mortgages uncollectible or doubt- 
ful of collection. 

Yours very truly, 


Treasurer. 


INVENTORY CERTIFICATE 
Following is a summary of the inventory 
of Blank Co. and its subsidiary Companies 
as of December 31, 1933, or of such part 
thereof as was taken under my general di- 
rection and control: 


Materials and supplies.................. : 
Work in process 
Finished goods: Total inventory, 
less reserves 
Factory 
Sales branches 
Warehouses 
Trading stock (merchandise)... 
With respect to the said inventory, or 
part thereof, I certify that to the best of 
my knowledge and belief: 














1. All quantities were determined by actual 
count, weight, or measurement, ex- 
cept as follows: 

2. All goods included in the inventory are 
the property of this company and are 
unencumbered, none being held on 
consignment from others or as bailee 
and none being subject to lien, except 
as follows: 

3. The inventory includes all goods of any 
value which are the property of this 
company, wherever located, such as 
goods consigned with customers. 

4. The inventory does not include: (a) 
goods purchased for which invoices 
have not been entered as liabilities; 


(b) goods returned by customers with- 
out credit to their accounts; or (c) 
goods billed to customers in advance 
of shipment. 

5. In taking and valuing the inventory due 
consideration has been given to the 
salability or usefulness of the stock. 
Obsolete, inactive, and defective goods 
are valued on the following basis: 


(SiGDERN 5 -ssctenyscccceecctos (ESC (2 | ene 
Dated March 5, 1934. 


CERTIFICATE RE LIABILITIES 

For the purpose of enabling you to. de- 

termine the financial condition of Blank 

Co. and its subsidiary Companies as of 

December 31, 1933, 

I HEREBY CERTIFY that to the best of my 

knowledge and belief: 

(1) There are no direct liabilities not 
shown by the books (for purchases, 
expenses, loans, etc.) except §............ 

(2) There are no contingent liabilities 
not shown by the books except 
$ 

It is understood that contingent 

liabilities include such items as: 

(a) Discounted notes, drafts, and 

acceptances. 

Accounts, notes, or other evi- 

dences of debt assigned to 

others with a guaranty of col- 
lection or under a repurchase 
agreement. 

Accommodation notes or ac- 

ceptances, or similar endorse- 

ments or guaranties of obli- 
gations of others. 

(d)Open balances on letters of 
credit. 

(e) Judgments. 

(f) Additional taxes for prior 
years of which there is pres- 
ent knowledge, based upon 
formal or informal advice. 

(g) Any other pending or pro- 
spective claims, whether or 
not in litigation, such as 
claims for injuries, damages, 
defective goods, patent in- 
fringements, and deficiency 
judgments on _ real _ estate 
bonds covering mortgaged 
property sold. 

2a) There are no contracts undisclosed to 
you, that may reflect liabilities, 
either direct or contingent. 

(3) There are contractual obligations for 
the purchase or extension of plant 
facilities, or for the purchase of 
any assets other than in the ordi- 





(b 


~— 


(c 


~~ 
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(3a) There are no wages or other liabili- 
ties due under the National Re- 
covery Act code for our industry. 

(4) There are contractual obligations for 
purchase or sale of merchandise at 
prices involving prospective loss, 
BS: POM WS 2255s cneccascecsessascoteenscavirs 











Such loss is covered by hedging as 
GONGWIS Soe ysccccteilceteacsserececseesseccs 


CSIGNED Gi csccsscsscsucecss ses Od 11) ne ir nr 
CSIBHOD) ciccssasessssesscasecss B11) eee aay 
Dated March 5, 1934 


INVENTORY CERTIFICATE 
MATERIALS & SUPPLIES 

We hereby certify that the Inventory of 
Materials & Supplies in Warehouse, that 
is to say all materials controlled by the 
Storekeeper taken as of. 
is correctly stated in accordance with the 
quantities ascertained by actual count, 
weight or measurement; that the prices as- 
signed thereto represent average cost; and 
that due provision has been made for all 
unusable and unsalable stock. We further 
certify that to the best of our knowledge 
and belief all materials included in the in- 
ventory have been paid for or the liability 
therefor has been taken on the books on 
or prior to that date. 

The total of this Inventory is as follows: 


MERCHANDISE IN STOCK-BODEGAS 

We hereby certify that the Inventories of 
Merchandise in Stores, amounting to............ 
taken as of are correctly 
stated in accordance with the quantities as- 
certained by actual count, weight or meas- 
urement; that the prices assigned thereto 
represent cost, and that due provision has 
been made for unsalable goods carried 
above their realizable value. We further 
certify that, to the best of our knowledge 
and belief, no sales have been entered in 
respect of this merchandise, and that all lia- 
bility for same has been taken on the books 
of this Company on or before..........sseceseeeeeee 


EQUIPMENT CERTIFICATE 

We hereby certify that the Inventories of 
Furniture and Fixtures, Livestock and Equip- 
ment were taken at by 
actual count; that Furniture and Fixtures and 
Equipment are valued at cost less reserves 
and that the Livestock was valued at mar- 
ket price... . and below; 
that due allowance has been made for un- 
usable and unsalable items; that, to the 
best of our knowledge and belief, no sales 
in respect of same have been made or en- 
tered on the books, and that all items have 
been paid for or the liability therefor has 
been entered on the books prior to or on 

















that the total value is 


as stated below: 


We hereby certify that the Inventories 
of Work Animals were taken during the 
month of... by actual 
count, and that the Work Animals are 
valued at market price...........cscscssssssscecees that 
to the best of our knowledge and belief, 
no unreported sales in respect of same have 
been made pri0r t0..........sccssssccscessees and that 
all amounts due have been paid or the lia- 
bility therefore entered on the books prior 
SON OG ORs ose csecescestcuacnscnoccratsesess and that the 
total value as of that date is as stated below. 


LIABILITY CERTIFICATE 


We hereby certify that, to the best of 
our knowledge and ‘belies, all known lia- 





have been taken up on the books of ac- 
count as of that date. 


CERTIFICATE OF INVENTORY 
As at... 


We seule certify that the inventory of 
goods, wares and merchandise of the........ 





SEREEERIINGE COR Gon cassacsececsaceaacedetencoesncnseconscse » as 
detailed below was taken under our su- 
pervision by actual count, weight or meas- 
urement: 


Certified by 


Description Value 





We further certify that all articles in- 
cluded in the inventory were the property 
of the above company at that date, and that 
the inventory was priced at..........cecccsseseeeees 
with due provision for all unsalable and 
obsolete goods. 





Date.... SBN ccidacthcdistiacacasssaee 
Name Title 

NAM certain) — _ —-_-aS tdonaeeatia meatier ia 
Name Title 

MMC csccccticcceriscace) «««d sed useabancdgegcdcgoseracensewe 
Name Title 

MRO ccssstiesscesel®” © ~ addcauatenenemtamcitamnaa tts 
Name Title 


Date of Audit.......0:::-..... 


CERTIFICATE OF LIABILITIES 

As at... 

We heoeby outils that, to the best of 
our knowledge and belief, all known and 
ascertainable liabilities have been taken up 
on the books of account of the.........se : 
BSE BB seis ccncnsteniaxecesstssioatons , except as follows: 














We further certify that there were no 
suits, judgments or claims standing un- 
SGRIGEIE DORIS vccscscs csi ciccnsaveesecs cates sceee , as at 
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We further certify that there were no 
contingent liabilities against 

















as at , except as follows: 
Diab G oi csesscccecsoraresssiss SHO a ian cctscdssincscncersiatess 
Name Title 
DG iasccccciscecnccsieey |! “- Seeetrapedectns 
Name Title 
Diab iincccticcincsteccns |  —_- «'ssedngevenegapeemprenions 
Name Title 
Die iisiccccssceseccaccsuies «(t(‘«‘« Mune nasa cnn 
Name Title 
INVENTORY CERTIFICATE 
Dear Sirs: 


In connection with your examination of 
the ACEDUNES OF ccsseccscrnsevestsssccconcstquarneerstaarnnncee 
as at December 31, 1933, I herby certify 
that the inventory as of that date, of which 
the following is a summary: 





was taken under my direction, and that to 
the best of my knowledge and belief: 


1. The quantities are correct and were de- 
termined in part by actual count, 
weight or measurement, as at De- 
cember 31, 1933: 

2. The entire inventory is the unencum- 
bered property of the Company, has 
not been pledged as collateral, and in- 
cludes no items billed by the Company 
prior to the balance sheet date nor any 
items held on consignment; 

3. The inventory, net of allowance, is 
priced at cost or market, whichever is 
lower, and not in excess of net real- 
izable value; 

4. No obsolete, damaged or unusable ma- 
terials or merchandise are included in 
the net inventory at prices in excess 
of net realizable value; 

5. The amount stated above is a fair and 
proper valuation of the inventory as at 
December 31, 1933. 


LIABILITY CERTIFICATE 

Dear Sirs: 

In connection with your examination of 
tine ACR EEIES OI in sccieccrnsacticpatascccitmnoccinns as at 
December 31, 1933, I hereby certify that to 
the best of my knowledge and belief: 

1. All liabilities have been taken up on the 
books of account as at December 31, 
1933, including the liability for all 
merchandise shipped and billed to us 
prior to that date. 

2. None of the assets of the Company at 
December 31, 1933, were pledged or 
are now pledged or hypothecated as 
security for any liabilities. 

3. There were no contingent liabilities as at 
December 31, 1933. I understand the 
term “contingent liabilities” to in- 
clude among other things: 

Notes and acceptances receivable 
which have been discounted; un- 
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satisfied or pending suits, judg- 
ments or claims; endorsements, 
warranties, sureties or guarantees. 

4. There were no commitments as at De- 
cember 31, 1933, for the purchase of 
materials or supplies at prices in ex- 
cess of the prevailing market prices, 
or agreements to repurchase merchan- 
dise previously sold. 

5. There were no unissued balances of 
letters of credit outstanding at De- 
cember 31, 1933. 

Space is provided on both of the above 
certificates for signature of the controller. 


Still another accounting firm provides 

this form of certificate: 
LIABILITY CERTIFICATE 
I HEREBY CERTIFY: 

(1) That, to the best of my knowledge 
and belief, all liabilities for material, sup- 
plies, and equipment purchased, and pay- 
rolls, salaries and expenses incurred and 





(Date) 
a tseasoutaactesee are recorded in proper accounts 
ROEAY MEME SISINOKS ROE IRC ovss cases sedosscisseosseressanconscisies 
(Name of the Company or Firm) 
as at that date, except as follows: 





(2) That there are now and were on the 
date mentioned in paragraph (1) no com- 
mitments for future purchase at prices in 
excess of present market values, or for ma- 
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terials in excess of probable requirements, 
except as follows: 








(3) That there are now and were on the 
date mentioned in paragraph (1) no con- 
tingent liabilities on account of notes 
receivable discounted (if any, see list at- 
tached), accommodation endorsements, con- 
tracts, guarantees, bonus or profit-sharing 
agreements, pending lawsuits, or any other 
cause, except as follows: 


(4) And that neither now nor on the 
date mentioned in paragraph (1) have any 
of the assets of the Company been assigned 
or pledged as security for liabilities, except 
as follows: 


CERTIFICATE REGARDING 
INVENTORIES FOR MANUFACTURING 
COMPANIES 

I HEREBY CERTIFY: 

(1) That the inventory of merchandise, 
work in progress, raw material op- 
erating and other supplies on hand 
at December 31, 1933, amounting 
HOPG se csccscecrssrcensts was prepared by the 
Company’s employees according to 
my instructions and under my super- 
vision. 

(2) That the quantities were determined 
by actual count, weight or measure- 
ment, or by conservative estimates 
where actual count was impracti- 
cable. 





(3) That the inventory has been valued at 
the lower of cost or market. 

(4) That all items listed in the inventory 
are correctly described and that ade- 
quate provision has been made for 
imperfect goods and for possible de- 
preciation of stock regarded as ob- 
solete or inactive. 

(5) That no goods consigned to us are 
included in the inventory and that 
all liabilities in respect of the in- 
ventory have been set up on the 
books. 

(6) And that all merchandise which has 
been charged out to customers but 
not actually delivered, prior to the 
date the inventory was taken, has 
been excluded from the inventory. 
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LIABILITY CERTIFICATE 
I HEREBY CERTIFY TO THE Best OF My 
KNOWLEDGE AND BELIEF, 

(1) That all direct liabilities of the com- 
pany existing at December 31, 1933, 
have been duly recorded on its books 
before closing at that date. 

(2) That the company is contingently 
liable only for notes endorsed or 
guaranteed in the amount of $ 

(3) That none of the assets of the company 
were pledged as security for the lia- 
bilities of the company. 

(4) That no litigation of importance is in 
process or pending against the com- 
pany. 
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Public Accountants’ Attitude Toward Inventories 


The resolution that follows has been 
formally adopted by the New York 
State Society of Certified Public Ac- 
countants as a definition of the proce- 
dure to be followed by certified public 
accountants with respect to certifica- 
tions as to merchandise inventories: 


WHEREAS, It is desirable that the 
profession of accountancy in New York 
State should make clear the nature and 
extent of the responsibility assumed by 
the certified public accountant in respect 
to merchandise inventories: and 

Wuereas, It is self-evident that the 
training and experience of a certified 
public accountant qualify him to in- 
vestigate into the affairs of his clients to 
the extent that such affairs and the trans- 
actions in connection therewith are 
evidenced or indicated by books of ac- 
count and other documents relating 


thereto but do not qualify him as a 
general appraiser or valuer or as fitted to 
assume in any and all cases full responsi- 
bility for the physical quantities, descrip- 


tions, quality, condition, marketability 
and valuation of merchandise inventories: 
therefore be it Resolved: 

That it is the sense of the New York 
State Society of Certified Public Ac- 
countants that if a certified public ac- 
countant reports on a balance sheet of a 
concern over his signature without 
qualification or special explanation as to 
the item of merchandise inventories con- 
tained therein, it shall imply that he has 
exercised care in his examination by mak- 
ing accounting tests and checks of the 
concern’s books of account and other 
available records pertaining to merchan- 
dise inventories, that he has received all 
information and explanations he has re- 
quired from the officers and employees 
responsible for the taking and valuation 
of the merchandise inventories, and so 
far as accounting methods permit, has 
satisfied himself as to their substantial 
correctness, but that, as regards the in- 
formation and explanations he has re- 
quired and as to ownership, physical 
quantities, description, quality, condition, 
marketability and valuation of the mer- 


chandise, he has relied upon the repre- 
sentations of the concern’s management, 
subject to such checks as may have been 
obtainable from the records in respect 
thereto: and be it 

FURTHER RESOLVED: That it is the 
sense of this Society that, while the cer- 
tified public accountant, through his ex- 
perience in various lines of industry, may 
be of value in assisting and co-operating 
with the management of a concern in the 
supervision of a physical inventory tak- 
ing, it should be clearly understood that 
in undertaking this work the certified 
public accountant does so only in his 
capacity as an accountant and does not 
assume responsibility as an appraiser or 
valuer for the physical quantities, de- 
scription, quality, condition, marketability 
and valuation of the merchandise: and 
be it 

FURTHER RESOLVED: That the Presi- 
dent of this Society is directed to send 
copies of the foregoing preamble and 
resolutions to those who in his opinion, 
would be interested in knowing the posi- 
tion on this subject taken by the accoun:- 
ing profession in this State. 
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_ FIGURES CONCERNING OUR GOVERNMENT’S FINANCES 


MILLIONS OF DOLLARS 








| 25 Years of Public Debt 











: 1934/35" 1934/33" 1933/32” e 4 ’ : 
Receipts rons (E:t.) Fey | - 30 Total Per te 
Internal Revenue $1,570 $1,485 $ 858 1911 $ 1,154 $ 12.28 
Customs 460 325 251 | 1912 1,194 12.48 
Income Taxes 1,430 850 746 | 1913 1,193 12.26 
A. A. A. Taxes 550 370 | 1914 1,188 12.00 
R. F. C. Refunds 480 ————= | 1915 1,191 11.83 
Miscellaneous 175 170 225 | 1916 1.225 11.96 
Total $4,665 $3,200 $2,080 | 1917 2,976 28.57 
pre | 1918 12,244 115.65 
1919 25,482 240.09 
( Interest on Debt $ 830 $ 750 $ 689 | 1920 24 298 228 33 
Principal on Debt 500 360 462 1921 23,976 221.82 
=! Veterans 570 515 an ee 59 ¢ 64 309.25 
$ | National Defense 540 500 659 | ees yg . saaaad 
3} Departments 420 340 g17 | 1923 22,350 200.8 
S | A.A. A. 750 285 1924 21,251 188.59 
| Miscellaneous 290 350 476 | 1925 20,516 179.80 
. ea wri | 1926 19,643 170.04 
Total Ord 5$ 10 3,866 i 
2 tye niacin : pha ee . | 1927 18,510 158.28 
LBC. 2, 1, 1,277 
PW.A 1.000 640 | 1928 17,604 148.73 
S oye , | 1929 16,931 141.34 
>| P. W. A. (New) 750 a 
SlicwA one | 1930 16,185 133.53 
3 | Relief 1.275 360 | 1931 16,801 134.40 
® | Conservation a 320 Bian | 1933 22,538 178.45 
- | Miscellaneous 450 380 —— | 1934E 26,438 207.85 
pees? ae 2 7 
| Total Extraordinary $6,000 $4,000 $1,277 | 1935E 31,673 247.25 
Total Expenditures $9,900 $7,100 $5,143 | E—Estimated 
Foreign Governmental Debts Due the United States‘ 
Post Armistice Obligations 
Pre-Armistice Cash and Surplus Stocks and Original Present 
Obligations Loans Relief Supplies Indebtedness Indebtedness 
Belgium $ 172 $ 177 $ 30 $ 379 $ 401 
France 1,970 1,028 407 3,405 3,863 
Great Britain 3,696 581 — 4,277 4,398 
Italy 1,031 617 “ 1,648 2,005 
Sub-Total 6,869 2,403 437 9,709 10,667 
Austria as — 24 24 24 
Czechoslovakia — 62 30 92 167 
Esthonia — =—_ 14 14 16 
Finland — — 8 8 9 
Greece “= 27 —- 27 32 
Hungary — — 2 2 2 
Latvia ee = 5 5 7 
Lithuania — -- 5. 5 6 
Poland — — 160 160 206 
Rumania — 25 13 38 64 
Yugoslavia 10 16 25 51 61 
Total $6,879 $2,533 $723 $10,135 $11,261 
“Source—N. Y. Times, July 1, 1934. “U.S. Chamber of Commerce Referendum No. 64 on report 
” Source—Budget Message of President, January 1, 1934. of the Special Committee on Governmental Debts due to the 


© Source—World Almanac. 
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Representations Made to Rules and Regulations Section 
+ oncerning Chie 7. Accounting Officer 


A valuable summarization of con- 
ditions with respect to recognition of 
the work and responsibilities of con- 


trollers was made by Major J. Calvin 
Shumberger, controller of the Lehigh 


Portland Cement Company, and vice- 
president of The Controllers Institute 
of America in addressing the Rules 
and Regulations Section of the Internal 
Revenue Bureau at Washington, with 
respect to recognizing the controller 
by name in the regulations for admin- 
istration of the Internal Revenue Act 
of 1934. 

Major Shumberger’s statement fol- 
lows: 


Major Shumberger’s Statement 

In compiling the regulations for the 
Revenue Act of 1934, may I request 
your consideration of a definition of 
Chief Accounting Officer, the term 
used in ‘Section 52, Corporation Re- 
turns,” which is as follows: 

“The return shall be sworn to by 
the president, vice-president or other 
principal officer and by the treasurer, 
assistant treasurer, or chief account- 
ing officer.” 

The large corporations today have 
provided for a chief accounting officer 
by electing him to his position and by 
naming him “controller.” Many of 
these corporations have made provision 
in their by-laws for this additional 
officer. 

Those controllers who have been 
thus recognized appreciate every in- 
stance wherein the Federal Govern- 
ment and the state governments recog- 
nize the controller in his official 
capacity. This relationship between the 
Federal Government and the corpora- 
tion affords quicker and truer contact 
than can be secured in any other man- 
ner. 

In addition to this, the corporation 
which as yet knows nothing about 
this relationship of which we are 
speaking, and which is enjoyed by the 
officers of the larger corporations, can, 
and in my opinion, will strengthen 


itself by not only naming its chief ac- 
countant, “‘controller’’ but in addition 
by making him an officer of the com- 
pany. Corporations that desire to 
conduct their business according to law 
and the best accounting principles have 
no hesitancy in placing this responsi- 
bility in one man and in giving him 
proper authority. Unless this is done, 
unscrupulous business concerns can 
continue to intimidate a bookkeeper, 
a secretary or a treasurer who, in many 
instances, will yield to their demands. 

Therefore, you can readily see the 
advantage to the Government as well 
as the advantage obtained by the hon- 
est corporation when a chief account- 
ant is given the name controller, is 
elected to his position, and is made 
an officer of the corporation. The 
controller, of course, is strengthened ; 
likewise, the corporation is strength- 
ened and the Federal Government re- 
ceives the benefit of these advantages 
in being able to contact the one man 
responsible for the rendition of all 
records. 

Personally I do not know of any 
chief accountant who was elected to 
his position under the title ‘Chief Ac- 
countant.” I know of secretaries and 
treasurers who in times past were 
elected to their respective position as 
secretary or treasurer, but were dele- 
gated to conduct whatever accounting 
the company required. Such men, in 
my opinion, are not chief accounting 
officers. They should, however, be 
made officers and my suggestion will 
heal this error. 

I enclose herewith a copy of the 
“Functions of the Comptroller” which 
was published by the Metropolitan 
Life Insurance Company of New York 
several years ago. At this time the 
Metropolitan Life Insurance Company 
started to publish a number of peri- 
odicals of this kind. I understand the 
next one published defined the func- 
tions of a president of a corporation. 
They appeared to lay particular stress 


on the functions of the controller be- 
cause they gave it precedence and 
numbered it ‘“One.”’ You will observe 
that the larger corporations, even at 
that time, recognized the value to the 
corporation by assigning certain duties 
to one man which are quite fairly de- 
fined in this periodical. 

I also enclose a copy of a periodical 
published by the Controllers Insti- 
tute of America in June, 1933, in 
which it sets forth several forms which 
it proposed to corporations for adop- 
tion in their by-laws. These suggested 
forms for adoption in the by-laws 
were printed in the American Bar As- 
sociation Journal, January, 1934. 

Under these circumstances, may we 
recognized chief accounting officer, the 
as,—first, the controller, who is the 
recognized chief accounting officer, the 
treasurer, assistant treasurer, or other 
principal accounting officer. 





HOW REDUCE COSTS OF 
REPORT MAKING 


| Rapid developments in the campaign 
inaugurated by THE CONTROLLERS IN- 

STITUTE OF AMERICA, for reduction of 
| the burden of preparing overlapping 
and duplicating financial, statistical 
and other reports for governmental and 
state agencies are expected within the 
next month by the officers of the In- 
stitute. 

A committee is being organized to 
co-operate with the Central Statistical 
Board, created by executive order of 
President Roosevelt, which is com- 
posed of economists and statisticians 
from the various departments and 
bureaus of the government. 

A committee is being organized by 
| the Institute to carry on the work to 
| be done by that organization in con- 
| junction not only with the Central 
| Statistical Board but with state govern- 
| ments, congress and other govern- 


| mental agencies. 



































Factors Involved in Establishing 
Salesmen’s Compensation Plan 


How Credit Sales to Chain Stores, How Enable Salesmen To 


Measure Progress Easily, How Determine Quotas, How Control 
Efforts of Salesmen?—Ty pes of Procedure—Article by G. E. LEE. 


HE Controllers Institute has as one 

of its important reasons for ex- 
istence the desire to provide an open 
forum for exchange of ideas on practical 
problems which controllers face from 
day to day. While technically correct 
accounting is essential and while sub- 
jects of that character may very properly 
be discussed in this way, there is another 
quite different class of subjects that is 
of the utmost practical importance if 
controllers are really to control, and if 
their companies are to obtain the full 
benefit of their experience, their facilt- 
ties, and their point of view. 

A problem of salesmen’s compensa- 
tion is presented in this article. The 
author, Mr. G. E. Lee, is sales account- 
ant of Johnson & Johnson, New Bruns- 
wick, New Jersey. THE EpITOR. 


One of the major problems of busi- 
ness executives today is the establish- 
ment of a satisfactory plan of remuner- 
ating their sales force. This problem has 
become of increasing importance dur- 
ing the past few years, and has received 
additional emphasis, due to general 
economic conditions. Many plans which 
apparently operated successfully in 
1929, when the salesman practically 
“wrote his own order,’’ are found to be 
unsatisfactory under business conditions 
existing today. Plans used in previous 
years have broken down in these times 
of financial stress and have been unsatis- 
factory both to the management and to 
the individual salesman. 

The general depression has empha- 
sized the need of incorporating, as a 
feature of a successful compensation 
plan, a method of giving proper weight, 
under varying business conditions, to 
such factors as dollar sales volume, unit 
sales volume, and net profit. The need 
for further control over selling ex- 


penses also has become of more im- 


portance. 
While it may be true that any one 


plan that has been developed will not 
operate successfully in two different 
lines of business, or even operate with 
equal fairness to all salesmen within one 
sales force, certain benefits can be ob- 
tained for the use of management execu- 
tives by airing the good points of vari- 
ous plans now in use and by a general 
discussion of the common problem. 

In order to set down some of the 
problems involved, let us construct a 
hypothetical case—a company manufac- 
turing various products and employing 
from fifty to two hundred salesmen 
under the supervision of district man- 
agers. The company has national dis- 
tribution of sales and is thoroughly 
established. Because of the advantages 
in marketing products through whole- 
sale outlets, and also because of competi- 
tive methods, nearly half of the gross 
sales are made through distributors. 
Among its customers are a number of 
national chain stores. Such a hypotheti- 
cal case must deal with many of the 
complicated problems which enter into 
the determining of salesmen’s compen- 
sation. The desire of the company is to 
discover and put into effect the best 
possible plan of remunerating its entire 
sales force. 

Let us consider some of the difficul- 
ties involved in working out a compen- 
sation plan which will provide the sales- 
man with a fair remuneration and be a 
real incentive to him. 

In analyzing the factors which a suc- 
cessful compensation plan should ac- 
complish the following basic require- 
ments, with their ramifications, must be 
taken into consideration: 

1. Assigning credit to the proper 
salesmen for sales to chain stores. In 


such cases should the credit be given to 


the salesman who contacts the chain 
store headquarters, does the credit be- 


long to the salesman in whose territory 
the merchandise is shipped (providing 
the goods are shipped to another local- 
ity) or should the credit for such sales 
be split between the salesmen affected ? 
If the credit is to be divided between 
two or more salesmen, what per cent. of 
the credit goes to each? Oftentimes it is 
difficult or impossible to ascertain the 
actual amount of shipments made to 
the various stores of a chain. 

2. Conceding that direct sales to job- 
bers are credited to the salesman con- 
tacting that territory, how should credit 
for sales be handled when a salesman 
from another territory takes an order 
from aretailer and sends it to the whole- 
saler for shipment? In many cases, the 
salesman in one territory may take 
orders and send them to a wholesaler 
located in another salesman’s territory. 
It is necessary to send some orders to 
the wholesaler in order to retain his 
cooperation. On the other hand the 
salesman is not anxious to divert many 
of his direct sales to the jobber, because 
often the repeat. order will go to the 
distributor, in which case the salesman 
loses his credit. 

3. The compensation plan evolved 
must be easily understood by the sales- 
men, and not too complicated in its ap- 
plication by the home office. What 
method, which will not be too involved 
or require too many detailed and com- 
plicated calculations, will enable the 
salesmen to measure at least approxt- 
mately, his progress toward his goal? 
If compensation is to be made on sales 
over quota, is a quota based on dollar 
volume or one based on points earned 
more suitable for this purpose? The 
value of a point quota is, of course, pri- 
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marily to retain control of the efforts 
of the salesman when it is desired that 
he do certain missionary work or special 
assignments of a similar nature. 

4. The plan of compensation must 
provide an effective incentive for maxi- 
mum volume on all products, and espe- 
cially on products of a large profit mar- 
gin. If the basic task is minimized in 
order that the salesman may attain his 
quota and earn a bonus without much 
effort, there may be a bad psychological 
influence since the salesman may be too 
easily satisfied. This brings the question 
of whether or not the salesman should 
be consulted as to the amount of his 
quota, and how much consideration 
should be given to his estimate. Should 
the quota be based upon the potential 
buying power index of the territory, as 
indicated by such factors as population, 
income tax returns and the like ? 

5. In order that the selling expense 
ratio in every salesman’s territory may 
be controlled, it is necessary that the 
compensation plan provide encourage- 
ment for desirable economy in travel- 
ling and living expenses? For purposes 
of controlling this ratio, is it practical 
to set a maximum on the amount of 
bonus that can be earned ? 

6. It is apparent that a flexible plan is 
needed to meet varying conditions in 
the numerous territories. A salesman in 
Podunk may be rich in his estimation 
with an income of $2,400 a year with a 
sales volume of $50,000. His earnings, 
plus traveling expenses, would make 
his expense ratio about 8 per cent. On 
the other hand a brother salesman cover- 
ing New York City may require 
$20,000 a year to maintain his standard 
of living. His expense ratio on a much 
larger volume of sales may be around 
5 per cent. 

7. The compensation plan used 
should be so constructed that it will be 
equally effective during dull months or 
periods of depression as during boom 
periods or periods of easy selling. 

In addition to the above there are 
many special requirements which may be 
essential to an effective compensation. 
These include the frequency of pay- 
ments to salesmen for the accomplish- 
ment of their tasks. A sufficiently guar- 
anteed regular income to the sales force, 
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a plan which will retain the type and 
quality of salesmen essential to deal 
with the trade, and many other specific 
details which are necessary to control 
the efforts of the salesman in addition 
to furthering his ultimate volume of 
sales. 

All compensation plans are based 
upon a flat salary, a commission on sales, 
bonuses, or some combination or rami- 
fication of these three methods. Most 
companies are willing to share with 
their salesmen a portion of the net profit 
earned. Since this is so it is extremely 
desirable that the best compensation 


plan that can be devised should be put 
in operation ; a method of renumerating 
salesmen which will not result in in- 
equalities to individuals, or one which 
will not unjustly burden the company. 

Changing business conditions have 
outmoded certain types of compensation 
plans. It is incumbent on management 
executives to discard these obsolete 
methods, revamp the desirable features, 
and so arrive at a plan which will fairly 
meet fluctuating conditions, will prop- 
erly compensate the salesman for his 
efforts, and build additional business 
for his company. 


Tentative Outline of Principles of 
Municipal Accounting Issued 


The National Committe on Munici- 
pal Accounting, on January 6, 1934, 
issued a tentative outline of the princi- 
ples of municipal accounting. 


The foreword of this outline said: 


The principles stated herein have 
been developed to guide the work 
of the committee and to emphasize 
the peculiar requirements of munici- 
pal accounting. They are not final 
but are subject to modification, if 
further discussion reveals that 
changes are advisable. They will 
be elaborated upon and definitions 
will be developed for the more im- 
portant terms. 

The criticism of accountants, cit- 
izens, and public officials is invited. 
Communications may be sent to the 
secretary or any member of the com- 
mittee. 

The Principles 

The principles were outlined as fol- 

lows: 

1. The accounts should be centralized 
under the direction of one officer, who 
should be made responsible for keep- 
ing or supervising the keeping of all 
financial records, and preparing all 
financial reports. 

. The general accounting system should 
be on a double entry basis with a gen- 
eral ledger maintained in accordance 
with the following principles: 

a) The accounts should be classified in 
balanced fund groups. 

b) Asset accounts for permanent prop- 
erty not available to meet expendi- 
tures or obligations should be 
segregated from other fund assets 


nN 


and the equity represented by them 

not included in the current surplus 
of any fund. 

3. The following classification of funds 
is recommended: 


a) General fund. e) Special assess- 
b) Special rev- ment funds. 
enue funds. f) Trust and _ pen- 
c) Utility funds. sion funds. 
d) Bond funds. g) Agency funds. 
h) Sinking funds. 


4. The general accounting system should 
include budgetary control accounts of 
revenues, expenditures, appropriations, 
and encumbrances. 

5. Revenue should be accounted for 
through the budgetary control ac- 
counts. If revenue is accounted for on 
an accrual basis by taking into the 
accounts each item when it becomes 
due or a bill is issued for it, the re- 
ports should be prepared on that basis. 
In this case suitable provision should 
be made for possible losses through 
inability to collect. If revenue is ac- 
counted for on a cash basis, meaning 
that an item is considered revenue only 
when it is collected in cash, the re- 
ports should be prepared on _ that 
basis. In either case all items of a 
non-revenue character should be ex- 
cluded from reports of revenue. Rev- 
enues should be classified by fund and 
by source, in accordance with stand- 
ard classifications. 

6. Expenditures should be accounted for 
through the budgetary control accounts 
and on such a basis as to take into the 
accounts all material used or services 
rendered during a given period. Suit- 
able provision out of the appropria- 






































tions of the current period should be 
made for encumbrances for which ma- 
terial or services are not yet received 
or rendered. Expenditures should be 
classified by fund, by department, and 
by activities (and by object, if de- 
sired), in accordance with standard 
classifications. 

7. There should be a system of unit cost 
accounting in which costs are allocated 
to the various activities in the respec- 
tive departments. This system should 
be co-ordinated with the general ac- 
counting system. 

8. There should be inventory records of 
both consumable and permanent prop- 
erty, and the records of property 
should be subsidiary to and controlled 
by accounts in the general accounting 
system. The asset accounts of property 
should be maintained on the basis of 
original cost, or estimated cost if the 
original cost is not available, or, in 
the case of gifts, the appraised value 
at the time received. If current valua- 
tions are desired, for insurance or 
statistical purposes, they should be 
computed independently from _ the 
books and not carried into the ac- 
counts. It is not necessary to account 
for depreciation on general municipal 
property, except for unit cost purposes, 
unless cash can legally be set aside for 
replacements. 

9. The accounting for public utilities or 
other business enterprises operated by 
the city should follow the standard 
procedure employed by similar enter- 
prises under private ownership. The 
accounting for public institutions, such 
as colleges, hospitals, and libraries, 
should follow the standard procedure 
employed by each class of institutions. 

% % % 

Major J. Calvin Shumberger, controller 
of the Lehigh Portland Cement, of Allen- 
town, Pennsylvania, is serving as a mem- 
ber of the Committee of Fifty, of the Cham- 
ber of Commerce of that city, formed for 
the purpose of straightening out the finan- 
cial affairs of Lehigh County. Major 
Shumberger also has been named president 
of the Family Welfare Board of Allentown. 

i % % 

When the Chicago Control, of the In- 
stitute, was issued a charter, in November, 
1933, the New York Control, which was 
organized in June, 1933, telegraphed as 
follows to A. J. Lansing, controller of 
Colgate-Palmolive-Peet Company, presi- 
dent of the Chicago Control, as follows: 
“New York Control extends congratula- 
tions to Chicago members on receiving 
charter for Chicago Control. Our united 
efforts and cooperation cannot fail to bring 
about increasing recognition of value of 
controller to business and of his true status 
as corporate officer. We are confident the 
Chicago Control will soon lead the parade 
but we will not be far behind.” 
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What Federal Trade Commission Re- 


ports About Issues Under Securities Act 


(EpiroriaL—Reprinted from New York Herald Tribune) 
Capital Financing in 1933 

Under the terms of the securities act of 1933 it is required that registration 
statements be filed in connection with the issuance of all except a few specifically 
exempted types of securities. Such registrations, according to an announcement 
just made by the Federal Trade Commission, represented securities in the aggre- 
gate amount of nearly $1,000,000,000 in the fiscal year ended June 30 last. To 
be exact, the figure was $962,856,438. 

As far as it goes this figure is correct enough, but it is not unlikely to cause 
confusion to the person who reads as he runs. “A billion dollars in new 
financing during the last twelve months?” he may well say to himself. ‘That 
sounds like a pretty big sum. I wonder if there is anything, after all, to this 
protest of the bankers that the securities act has been holding up new financing.” 

The fact is that this figure of $962,856,438 is almost meaningless until it is 
broken up into its component parts; and when such a break-up is made it reveals 
just what Wall Street has contended, namely, that there was almost no effort to 
raise fresh capital during the period previous to the recent modification of the 
securities act. Of the total, $609,028,000 represented “‘financial issues,’ com- 
prising in the main the securities of investment trusts, and another $128,542,179 
represented securities issued in connection with reorganizations. Both of these 
involve, generally speaking, merely a process of exchanging new securities for 
old. The total registration of new industrial securities, actually, was only $225,- 
285,592. Moreover, if we look more closely into this figure we find two points 
worthy of comment in it. One of these is the fact that, since it represents the 
total amount of securities listed with the commission, instead of securities listed 
and marketed, it exaggerates (though to exactly what extent cannot be said) the 
actual amount of new financing by industry. It is quite conceivable that many 
of the issues registered may, for one reason or another, never be sold. The other 
noteworthy fact is that even a casual glance at the names of the corporations 
registering new issues shows that nearly all were new companies, entering chiefly 
the mining, brewing or distilling field. It was not on new companies, which had 
no information of importance to file, and hence little liability to shoulder in regis- 
tering, that the burden of the securities act fell, but on the old-line companies of 
established reputation, which, because they were long in business or had com- 
plicated capital structures, were compelled to accept very extensive and grave 
responsibilities. 

A truer picture of the effects of the securities act can be obtained from the 
monthly figures of new financing issued by “The Commercial and Financial 
Chronicle” than from any summary of registration statements. These figures 
show that in spite of the fact that the banks were opened early in 1933, and in 
spite of the fact that over the greater part of that year we had a rising bond 
market, the amount of new capital raised actually fell to $722,000,000, against 
$1,165,000,000 in 1932, a year marked by steady banking liquidation and a 
chronically weak bond market. When corporate bond issues alone are considered, 
the picture is even more striking. “The Chronicle’s” figures show that the latter 
dropped from $305,000,000 in 1932 to $40,000,000 in 1933, and that of that 
$40,000,000 all but $3,000,000 were brought out before the securities act became 
effective. 

In other words, while London was witnessing the best capital market in three 
years, there was virtually no market for new corporate bond issues in this 
country from the effective date of the securities act until well into this spring, 
when it became clear that the law was certain to be modified. 








REVIEWS of Current Business Publications 


SECURITY ANALYSIS. By Benjamin 
Graham and David L. Dodd. McGraw- 
Hill Book Company, Inc., New York. 725 

. $5. 

Avoiding long theoretical discussions, 
this volume includes a critical examination 
of investment theories in the light of fi- 
nancial experience during the period of 
1927 to 1933, a determination of the logi- 
cal basis for selection of various types of 
securities, and the principles for the es- 
tablishment of tests of safety and attrac- 
tiveness. The authors have also presented 
the result of an extensive survey in con- 
nection with income and balance sheet 
analysis, with particular emphasis on the de- 
tection of abnormalities. Present day con- 
ditions and the significance of recent events 
in the financial world receive first consid- 
eration and newer practices in financing 
and accounting are discussed in consider- 
able detail. The offering is not intended 
for complete novices but for those who 
have a serious interest in security values. It 
is a critical rather than a descriptive book, 
concerned with concepts, methods, stand- 
ards and principles, and above all, with 
logical reasoning. 

While it is admitted that these six years 
have taught us little about speculation that 
was not known before, it has not been the 
wild gyrations of common stock averages 
but the precipitate decline in bond aver- 
ages which furnishes the really novel and 
arresting feature of recent financial history. 
Bond holders as a class have had a rela- 
tively unsatisfactory experience since 1914 
and slowly the realization is dawning that 
bonds do not afford sufficient protection 
against loss to compensate for the surren- 
der of the profit element. The number of 
bond issues that have not suffered alarming 
depreciation since 1927 is comparatively 
small rudely upsetting the theory that sound 
bonds should be unaffected by a period of 
depression. The conclusion is reached that 
bonds, as well as stocks should be bought 
only as a speculation by people who know 
they are speculating and who can afford 
taking speculative risks. A little considera- 
tion, in view of past personai experience, 
will convince the average investor of the 
real truth of this dictum. It is small wonder 
that the large insurance companies report 
a tremendous increase in the volume of 
annuities purchased and that savings banks 
show an upward trend in deposits. While 
these afford but a slow accretion, at least, 
life insurance companies and savings banks 
have passed practically unscathed through 
the recent financial debacle, the annuitant 
is assured of a steady fixed return and the 
savings depositer of practical safety. The 
lowering of the standards of investment 
banking firms has also contributed much 
to the present state of affairs. 

Part one is devoted to the scope and lim- 
itations of security analysis, intrinsic values, 
fundamental elements in the problem of 
analysis, quantitive and qualitative factors, 
sources of information, the distinction be- 
tween investment and speculation and a 
classification of securities. Part two is de- 
voted to fixed value investments, their se- 
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lection and the principles governing them, 
specific standards, special factors in the 
analysis of railroad and utility bonds, the 
theory of preferred stock and the technique 
of selection for investment, income bonds 
and guaranteed securities, protective cove- 
nants and remedies of senior security hold- 
ers, and supervision of investment holdings. 
Part three senior securities with speculative 
features. Incidentally, the authors have 
stressed the technique of discovering bar- 
gain issues because in this field the talents 
peculiar to the securities analyst find per- 
haps their most fruitful expression. 

In part four is discussed the theory of 
common stock investment, a proposed canon 
of common stock investment and the stock 
and ordinary dividend factor in common 
stock analysis. Part five covers the analy- 
sis of the income account, extraordinary 
losses and special items shown therein, mis- 
leading artifices, subsidiary earnings, rela- 
tion of depreciation and similar charges to 
earning power, amortization from the in- 
vestors’ standpoint, depletion reserves, con- 
tingencies, earning records, price-earnings 
ratio, capitalization structure, low priced 
stocks and an analysis of the source of in- 
come. Part six deals with balance sheet 
analysis, significance of book value, and 
current asset value, implications of liquidat- 
ing value and stockholder-management rela- 
tionships. The final section, seven, takes up 
stock warrant options, cost of financing and 
management, some aspects of corporate pyr- 
amiding, comparative analysis of compa- 
nies in the same field, discrepancies between 
price and value and market and security 
analysis. 

At the close is a eighty-five page appen- 
dix covering all phases of the subject cov- 
ered in the book proper. 

The work is replete with concrete illus- 
trations and while the method of presenta- 
tion is clear and devoid of involved tech- 
nicalities, accuracy and precision have not 
been sacrificed to achieve this end. Its 
method of approach is somewhat different 
from the usual book on financial subjects 
and is written for the investor who would 
be guided in his financial investments. Such 
a person will find considerable of profitable 
interest between the covers. 


PRACTICAL BUSINESS STATISTICS. By 
Frederick E. Croxton, Ph.D. and Dudley J. 
Cowden, Ph.D. Prentice-Hall, Inc., New 
York. 529 pp. $3.50. 

Intended as a textbook and for students 
expecting to enter business, this work pre- 
sents the more elementary procedures that 
may prove useful to them. Starting with 
an introduction portraying the growing 
need of dependable and interpretative sta- 


tistics, it covers practically the entire range. 

It covers the collection of statistical data 
both from internal and external sources, the 
methods of presentation and general con- 
siderations, as well as the arrangement, 
form and make-up, in reference to statisti- 
cal tables. Considerable space is devoted 
to the matter of graphic presentation, its ad- 
vantages, types of charts and the technique 
involved in their construction. This cov- 
ers not alone line diagrams but the use of 
logarithmic paper, and the presentation of 
other forms of charts and maps, such as 
bar, area, volume, pie, percentage, geo- 
graphical, and the like. 

Ratios and percentages, the frequency 
distribution, measures of central tendency, 
dispersion and skewness, unreliability and 
the normal curve are adequately covered. 
Next is taken up the problem of the time 
series, characteristics and purpose of analy- 
sis. The construction of index numbers 
and full explanations concerning a number 
of current indexes takes up two chapters. 
The twenty-first, and last chapter, is de- 
voted to forecasting. In it are covered the 
correlation of cyclical relatives, the measure- 
ment of lag, budgetary control and methods 
of forecasting. 

Illustrated with 93 tables and 136 charts, 
each chapter closes with a list of references 
and a series of questions pertaining to the 
subject matter of the chapter. Included at 
the end are ten appendices, giving a se- 
lected list of sources from which to derive 
nformation, mathematical and logarithmic 
tables, ordinates of and areas under the nor- 
mal probability curve, and the like. 


PRINCIPLES OF ACCOUNTING, VOL- 
UME 1. By H. A. Finney, Ph.D., C.P.A. 
Prentice-Hall, Inc., New York. 765 pp. $4. 

Since 1923 there have been thirteen print- 
ings of this work in its original form. 
There is now presented a completely revised 
edition, with sequence of subjects changed; 
the treatment of several subjects amplified 
or modified; and all matter brought up-to- 
date. Those familiar with the earlier edi- 
tion and those using the earlier edition as a 
textbook will appreciate the emergence of 
this revision. 

Fundamental processes of accounting, 
working papers and statements are covered 
in the first three chapters. This brings us 
to corporations, to which four chapters are 
devoted, giving definitions, classifications, 
advantages and disadvantages; covering in- 
corporation, stock issues, surplus, dividends, 
stockholders’ rights, and the like. Actuarial 
science is discussed comprehensively in two 
chapters. From this point on, attention is 
paid to purely accounting matters, such as 
cash, accounts receivable, notes, acceptances, 
inventories, consignments, installment sales, 
tangible and intangible fixed assets, invest- 
ments, liabilities, funds and reserves. 

Chapter twenty-four is confined to the 
subject of correction of statements and 
books, while the next chapter discusses com- 
parative statements. Following this we find 
covered the analysis of working capital and 
profit and loss, miscellaneous ratios and 
application of funds. 
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After the conclusion of the body matter 
there are two hundred and _ twenty-one 
pages devoted to questions and problems in 
connection with the text. 

The new edition takes the place of the 
old and its pre-eminence as a textbook is so 
well known as to render superfluous any 
felicitations to the author. 


ACCOUNTANTS’ REPORTS. By William 
H. Bell, M.C.S., C.P.A. The Ronald 
Press, New York. 397 pp. $5. 

This is the third revised edition of this 
well-known book by Mr. Bell, member of 
the firm of Haskins & Sells. It has been 
brought up-to-date. As its title would indi- 
cate, it is of interest primarily to practicing 
public accountants and deals interestingly 
with the reports they are called upon to pre- 
pare for their clients. The accountant in 
private practice could read the volume to 
advantage. Its appearance is timely, in 
view of the wide discussions lately in con- 
nection with the subject matter and scope 
of public accountants’ reports and the cer- 
tificates attached to them. 

Logically, first treatment is accorded bal- 
ance sheets, income and surplus statements 
and consolidated statements. The subject 
matter is straight to the point and the au- 
thor’s views are given without equivacation. 
Embracing seven chapters, there are offered 
definite standards of terminology, fine points 
in the handling of each item, the best order 
of arrangement and departures usually en- 
countered. The eighth chapter deals with 
miscellaneous statements and _ schedules, 
such as a public accountant may be called 
upon to prepare. 

In discussing the value of graphic charts, 
the author wisely recognizes the limited 
opportunity afforded accountants for the 
utilization of this valuable method of pres- 
entation. Undoubtedly he realizes that in 
most instances the preparation of such 
charts would serve no useful purpose in- 
asmuch as the facts that could be so dis- 
closed have already been brought to the 
attention of the management by their own 
internal staff long before the accountant 
would be in the position to prepare them, 
and in many cases in graphic form. 

Two chapters are devoted to the subject 
of comments to be incorporated in reports, 
what to include and what to omit, arrange- 
ment and presentation, with typical illus- 
trations. Probably the most interesting 
phase of the volume is chapter thirteen 
dealing with the form of certificate to be 
issued. It reflects the cooperative efforts of 
the New York Stock Exchange, the Ameri- 
can Institute of Accountants and the Con- 
trollers Institute. There are also included 
copies of certificates rendered by some of 
the leading accounting firms of the country 
to their clients. Chapter fourteen consists 
of a complete audit report exemplifying at 
length the analysis and interpretation of 
financial statements and statistics. 

The volume is liberally interspersed with 
illustrations and tables. As a reference 
book for the public accountant it is in- 
valuable. 


THE EFFECT OF SIZE ON CORPORATE 
EARNINGS AND CONDITIONS. By 
William Leonard Crum. Harvard Univer- 
sity Graduate School of Business Adminis- 
tration, Bureau of Business Research, Bos- 
ton, Mass. 32 pp. $1. 

Using the 1931 edition of Statistics of 
Income, published by the United States Bu- 
reau of Internal Revenue, as a basis, the 
purpose of this report is to present a pre- 
liminary survey and discussion of some of 
the more significant comparisons between 
corporate size and corporate condition and 
performance. The author does not claim 
that the data included affords a perfectly 
satisfactory basis for full discussion as it 
is quite possible that certain of the rela- 
tionships disclosed are not characteristic of 
normal conditions in corporate enterprise 
but reflect rather the peculiar effects of the 
depression. 

Different types of industry are considered 
separately and the study reveals some strik- 
ing differences among the indicated earn- 
ings and ratios. Among the conclusions 
drawn are, that larger corporations have a 
tendency toward higher return on _ their 
gross than smaller corporations; that larger 
corporations have a smaller rate of loss on 
their net worth than smaller corporations; 
that the volume of sales in terms of net 
worth is larger for small corporations than 
for the larger organizations; that the vol- 
ume of sales in terms of capital assets is 
larger in small corporations; that the cur- 
rent position of most large corporations is 
distinctly stronger than is the case with 
smaller corporations; that the ratio of sales 
to inventory was much higher in the case 
of the smaller concerns. This is but a sum- 
marization and cannot be thoroughly un- 
derstood without a careful perusal and 
study of detail with reference to the par- 
ticular charts and tables involved and 
shown in the report. 

The report, one of the series emanating 
monthly from this source, is worthy of 
careful attention. Fifty-seven charts and 
eleven tables illustrate the text. The fact 
that it consists of but thirty-two pages 
means nothing. Each page is the equivalent 
of two of book size pages and the matter is 
presented compactly with the minimum 
amount of language necessary to convey the 
message. 


EXPENSES AND PROFITS OF VARI- 
ETY CHAINS IN 1932. By the Bureau 
of Business Research, Harvard University 
Graduate School of Business Administra- 
tion, Boston, Mass. 30 pp. $1. 

As part of its program of distribution 
cost studies, the Harvard Bureau of Busi- 
ness Research has been engaged since 1930 
in an examination of the margins, expenses 
and profits of several types of chain stores 
for the primary purpose of providing in- 
formation to be used in teaching in the 
Harvard Business School. This bulletin, 
covering the vear 1932, is a continuation of 
a previous bulletin which made the same 
presentation for the year 1931 compared 
with 1930. 

This study is based upon the reports of 


twenty-nine companies, operating 5,027 
stores, with sales of six hundred and sev- 
enty million dollars and net operating prof- 
its of nearly fifteen million dollars. In- 
cluded is a comparison of reports for 1932 
and 1931 of twenty-two chains. There is 
also a comparison of the figures of seven- 
teen chains for the years 1930, 1931 and 
1932. 

As is customary in these bulletins, cer- 
tain interesting conclusions are deduced, 
illustrated by twenty-one tables, charts and 
exhibits. Advantages enjoyed by large chains 
were lower cost of doing business, better 
net profits, higher sales per store, faster 
turn-over and the fact that more of their 
stores were located in the larger cities. One 
significant fact disclosed is that while va- 
riety stores made relatively little use of 
advertising, since 1929 there has been a 
tendency to pay more attention to this well- 
known method of attracting enhanced vol- 
ume of sales. For one interested in the 
subject the bulletin contains a wealth of 
information in compact and concise form. 


PERFORMANCE OF DEPARTMENT 
STORES: 1933. By Edgar H. Gault. Uni- 
versity of Michigan, Ann Arbor, Mich. 
95 pp. $1. 

This interesting and illuminating hand- 
book covers this subject for the seventh 
year since the inception of the series, 
giving in this issue strictly-up-to-the-minute 
information. The volume is especially valu- 
able as it reflects the contrasts found and 
the new economics inaugurated in the year 
1933, starting with the downward sweep in 
business during the first quarter of the year, 
the period covering the bank closings and 
the last nine months of operation under 
new governmental policies affecting com- 
merce and the nation generally. As the 
author points out, these policies have cre- 
ated a host of new problems that yet remain 
to be solved. Besides reviewing the perform- 
ance of the small department store in 
1933, this study also considers some of 
the dangers of the, solutions being used 
in the current process of seeking new 
and more stable bases. It may be men- 
tioned that the stores covered have an- 
nual sales of four to twelve hundred 
thousand dollars a year. 

Covering fiscal year and monthly stand- 
ards, the study is replete with illustra- 
tions. For the reader not thoroughly 
conversant with department store phrase- 
ology there is an appendix giving clear 
explanations. 

One conclusion drawn is that the typi- 
cal small department store, after suffer- 
ing heavy losses in 1931 and 1932, was 
once more able to earn a profit in 1933, 
due to operating economies instituted 
during the lean years and to the rapid 
advance of the level of retail prices dur- 
ing the last nine months of the year. 
While of only academic interest to the 
general reader, to one who is interested 
in department store matters there is much 
of value to be found between the covers 
of this publication. 








INSTITUTE ACTIVITIES-COMMUNICATIONS 


ANNUAL MEETING 


Plans for the annual meeting of The 
Institute are developing rapidly and the 
Convention Committee promises an ex- 
ceptionally interesting program. The 
problem will be, according to John No- 
vak, Chairman of the Committee, to 
crowd into the two days set aside for the 
annual meeting, all the discussions that 
seem to be called for. 

The printed program will be available 
shortly after September 1 and will be 
sent to members and to others who re- 
quest it. 

The headquarters of the annual meet- 
ing will be the Waldorf-Astoria Hotel, 
New York City, and the dates are Sep- 
tember 17 and 18. An exhibition of office 
appliances and equipment and_ other 
items in which controllers are interested 
will be held in conjunction with the an- 
nual meeting. 


NOMINATIONS FOR 
DIRECTORS AND AUDITORS 


The Committee on Nominations, ap- 
pointed by President Daniel J. Hennessy, 
held several meetings during July and 
the early part of August, and under date 
of August 14, reported as follows, to 
members of the Institute: 

The Committee on Nominations, ap- 
pointed by your president, respectfully 
presents the names of the members listed 
below, as nominees for Directors for 
terms of three years, and for Auditors 
for terms of one year, to be voted on at 
the annual meeting of the Institute, Sep- 
tember 17, 1934: 


For Director: 

EpwiIn F. CHINLUND 
Vice-President and Controller, 
International Telephone & Telegraph Cor- 
poration, 
New York City. 

DANIEL J. HENNESSY 
Long Island Lighting Company, 
New York City. 

R. FRANKLIN HuRST 
Assistant Treasurer, 
Schenley Products Company, Inc., 
New York City. 

Henry C. PERRY 
Secretary and Treasurer, 
The Heywood-Wakefield Company, 
Boston. 

J. CALVIN SHUMBERGER 
Controller, 
Lehigh Portland Cement Company, 
Allentown, Pennsylvania. 


J. S. SNELHAM 
Controller, 
Continental Can Company, Inc., 
New York City. 


H. H. WEINSTOCK 
Controller, 
The New York Times, 
New York City. 


For Auditor: 
Robert Meyer William F. Sigg 
The report was signed by W. J. Wilck- 
ens, Chairman, C. H. Henderson, W. J. 
Makay, W. J. Nettles, F. H. Troup, con- 


stituting the Committee on Nominations. 


RECOMMENDATIONS TO 
SECURITIES AND EX- 
CHANGE COMMISSION 


A special committee to cooperate with 
the newly created Securities and Exchange 
Commission, which was brought into 
being by the Securities Exchange Act of 
1934, was authorized by the Board of 
Directors of the Institute at a meeting 
held June 25, 1934. 

President Daniel J. Hennessy appointed 
the following committee: 

Daniel H. Bender, Chairman 
Daniel A. Beaton 

Hayden Hodges 

Daniel J. Hennessy 
Benjamin G. Smith 

John S. Snelham 

The committee made a detailed study 
of the new law, especially of the pro- 
visions having to do with accounting fea- 
tures, the making of reports, and the form 
and scope of reports, and on August 9, 
1934, transmitted to Chairman Joseph P. 
Kennedy, of the Securities and Exchange 
Commission, its detailed recommenda- 
tions. 

In acknowledging receipt of the recom- 
mendations, Chairman Kennedy wrote: 

“Receipt is acknowledged of your let- 
ter of August 9, together with letter 
from your Committee of the same date 
containing comments and suggestions 
with regard to rules and regulations for 
carrying out certain provisions of the Se- 
curities Exchange Act of 1934, and also 
enclosing a list of members of the Insti- 
tute. 

“You, of course, understand that the 
regulations being issued today cover only 
the temporary registration of securities 
traded in on national securities exchanges. 


I am sure that the suggestions which you 
have made will be of value to us in 
formulating rules and regulations for per- 
manent registration, and we shall be glad 
to discuss them further when it can be 
conveniently arranged. 

“I appreciate very much the coopera- 
tion given us by your Committee in this 
instance.” 


YEAR’S WORK OF 
INSTITUTE 


Early in August, The Institute issued a 
printed report giving in considerable de- 
tail the activities and accomplishments of 
the organization during the current year. 

Reference was made in that report to 
the satisfactory growth in numbers of 
members of The Institute during the 
year, and to the organization of Controls 
in Chicago, Pittsburgh and Boston. The 
report called attention to the fact that 
the initial steps toward organization of 
a Control in San Francisco had been 
taken, and that inquiries, which probably 
will lead to establishment of Controls, 
have been received from Philadelphia, 
Baltimore, and St. Louis. A Manual for 
Government of Controls is in course of 
preparation, and will probably be ap- 
proved by the National Board of Di- 
rectors in September. 

The report called attention to the suc- 
cessful Spring Conference conducted by 
The Institute, and to the establishment 
of this publication, THE CONTROLLER. 

The work which The Institute has done 
in conjunction with the New York Stock 
Exchange was described; also the work 
performed for the Securities and Ex- 
change Commission. 

The efforts that have been made by 
The Institute to secure proper recognition 
of the controller in the regulations for 
the administration of the Federal Reve- 
nue Act of 1934 were reported; also the 
progress that has been made in defining 
and in presenting to the business world 
an acceptable definition of the authority, 
duties, rank, and responsibility of the 
controller. 

The report includes references to the 
work that The Institute is doing with 
respect to State legislation affecting con- 
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trollers; also to the technical and eco- 
nomic subjects that have been studied 
during the year in local and national 
meetings. 

Copies of the printed report were sent 
to members of The Institute and to many 
controllers who have expressed interest 
in the organization and its work. Copies 
are available upon application to the 
office of The Institute. 


A COMMENT ON 

LIABILITY CERTIFICATES 
To the Editor: 

I was very much interested in your article 
“Forms of Certificates asked by Public 
Accountants from Corporations,’ more espe- 
cially in the fact that the practice of requir- 
ing certificates is not universally followed, 
indicating that it is just coming into use. 

This may be so in the United States, but 
in Canada these certificates were in use 
twenty years ago. Perhaps not in as com- 
plete and detailed a form as published but 
nevertheless in such form that relieved the 
auditor of some responsibility, and this re- 
lief, in my opinion, is quite in order. Au- 
ditors are not super men able to divine the 
existence or nonexistence of certain facts, 
and they must rely, to a large extent, upon 
the integrity of the company and its officers, 
hence the protection of these certificates. 

Incidentally, the certificates published are 


identical to those that are signed by our own 
company, but I thought you might be inter- 
ested to learn that the practice is not new 
in both England and Canada. 

—J. FREDERICK HUNT. 


NEW MEMBERS ELECTED 


A special meeting of the Board of Di- 
rectors of the Institute was held August 
30 for the purpose of passing on applica- 
tions which had accumulated since the 
June meeting. Twenty-one applicants were 
approved. Space does not permit publica- 
tion in this number of THE CONTROLLER 
of the names of those elected. They will 
appear in the October issue. 

The twenty-one members elected in- 
cluded controllers of corporations from 
California, Ohio, Pennsylvania, Massa- 
chusetts, New York, Tennessee, Illinois, 
Oregon, Maryland and Missouri. Mem- 
bers of the Board commented upon the 
wide spread in location of the controllers 
whose applications were before them. 

Twenty-four additional applications are 
in the hands of the officers of The Insti- 
tute and are in process of completion for 
presentation to the Admissions Commit- 
tee at a special meeting to be held Sep- 
tember 13 and to the Board of Directors 
at a regular meeting to be held September 
14. The membership of The Institute 
nearly doubled in the fiscal year ending 
August 31, 1934. 
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When offices adopt Ediphone Voice 
Writing business capacity immedi- 
ately increases 20% to 50% because 
dictating is done at any hour, -like 
telephoning. Old-fashioned ‘“‘dictation 
periods’’ are eliminated and—work 
flows! Whenever employees wish to 
dictate they simply talk to their Edi- 
phones. 

If your Company has never experi- 
enced Voice Writing freedom, investi- 
gate the revolutionary NEW fully 
enclosed PRO-TECHNIC EDIPHONE. 
See it at your own desk—without 
obligation. Pay particular attention to 
Edison’s principle of ‘‘Balanced’’ Voice 
| Writing which makes dictation easier, 
faster! 

For PROOF that Voice Writing can 
increase your firm’s business capacity 
20% to 50%, telephone The Ediphone, 
Your City, or write to Thomas A. 
Edison, Inc. YOU PAY NOTHING 


until you get the proof! 


Secretarial Service 
ALL the Time 
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For detailed information—tele- 
phone or write ‘The Ediphone.” 
WORLD-WIDE SERVICE 


mae 


INCORPORATED 


ORANGE, N.J. U.S.A. 








ROOM WITH BATH, SHOWER, RADIO 
.. . directly across from the Waldorf . . . 


ONLY $3 SINGLE, $4 DOUBLE  witu twin Beps) 
HOTEL MONTCLAIR sic son se, nyc. 


Here’s the ald way - attend Don’t fail to visit the Montclair’ s 
the Convention! Live in luxury . 

at the Hotel Montclair—modern, Continental Restaurant 
charming, beautifully decorated, It’s the town’s most brilliant rendezvous. 


located directly across the street 
from the Waldorf . . . and use 
the many dollars you save for en- 
Joying the sights of New York! Moderate prices. Never a cover charge. 


BREAKFAST - LUNCHEON - COCKTAILS 
DANCING AT DINNER AND SUPPER 

















1933 YEAR BOOK 


CONTROLLERS INSTITUTE 
OF AMERICA 
Available to Non-Members at $2.00 a Copy 


Contains Reports of Discussions at Annual Meeting of 1933; 

Historical Matter Concerning Beginnings of Institute; Descrip- 

tion of Current Activities of Institute; List of Institute Publica- 

tions; Membership Roll; and Other Interesting Features. 
Copies of 1932 Year Book Available at Same Price 


Valuable Reading for Any Controller 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-second Street New York City 


























The Controller, September, 
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Sponsored by 


CONTROLLERS 
INSTITUTE 
OF AMERICA 











FrANcIs J. CARR 


Former President, The 
Controllers Institute of 
America 

says: 


“It is with real satisfaction to 
the Institute that this volume is 
offered as the first book to be pub- 
lished under its sponsorship. Mr. 
Rowland has given an entirely new 
treatment to this subject. He has 
tied up the subjects of standard 
costs and budgets in such a way 
that the importance of standard 
costs in themselves becomes more 
evident. He shows specifically how 
each step in budgeting is to be ac- 
complished. His ample illustrations 
help to make the book a real work- 
ing manual.” 


Special Price 
TO INSTITUTE MEMBERS 


$3.50 


Regular Price 
$4.00 








Order through 


CONTROLLERS 
INSTITUTE 
OF AMERICA 


One East Forty-second St. 


NEW YORK CITY 




















Consulting Management Engineer; Senior Partner, Floyd H. Rowland Co. 
Institute of America and National Association of Cost Accountants. 


to Budget for Profit 


By FLOYD H. ROWLAND 


ciated Consultants Group. 


.... extremely valuable for manu- 
facturing companies—indispensa- 
ble for students of the subject! 


Tells How to Forecast Profit and Loss 


Member, Controllers 
Member of R. R. Asso- 


How to Control Distribution 


Shows the Point Where Losses Begin and How to Correct 
Them and Solves Many Other Important Problems 


120 Illustrations and Forms 


A Valuable Reference Book for Executives, Accountants, 
Controllers and Department Heads 





CONTENTS OF 


HOW TO BUDGET FOR 


II. 
Ill. 


VI. 
Vit. 


VIII. 
IX. 


XIII. 


XIV. 
XV. 
XVI. 
XVIT. 
XVIII. 
XIX. 
XX. 


PROFIT 


Foreword by Francis J. Carr 


Former-President, The Controllers 


Institute of America 

Preface 

The Development of Budgetary Control 

What Is Budgetary Control? 

Organizing for Budgetary Control 

Determination of Sales Quotas 

Proration of the Total Sales Quota to 
Sales Territories 

The Chart of Accounts 

The Necessity for an Adequate Return 
on Capital 

Expense Standards for Manufacturing 

Expense Standards for Administrative 
Distributive Expenses 

Expense Standards for Direct Sales 

The Budget Forecast 

Standard Costs for Manufacturing 

Allocation of Distributive Expense to 
Direct Sales Departments 

The Sales Budget 

Controlling Distribution Activities 

The Production Budget 

Expense Budgets 

Treatment of Variations from Standard 

The Plant Budget 

Master Budgets 


A complete, concrete, authoritative manual— 
the first of its kind—explaining just how to set 
up a master budget, and how to relate all second- 
ary budgets—sales, advertising, financial, manu- 
facturing—to it. From preliminary investigations 
to successful conclusion, the author traces the 
steps whereby the mythical XY Z_ Company, 
starting from scratch, ends with a practical, profit- 
able, budgetary set-up. 

This book tells you — 
1. How to design a standard cost system for 
manufacturing. 4 
- How to apply the standard cost method to 
distribution. 
. How to make an internal market analysis. 
-. How to install budgetary control in every 
phase of the business. 
How to determine sales quotas. 
How to apply keyman bonus. 
How to install sales incentives. 
How to establish expense standards. 
How to forecast profit and loss. 
How to control expense. 
. How totie standard costs in with general books. 
. How to tie in standard costs with budgetary 
control. 
. How to control distribution activities. 

14. How to forecast industry and company po- 

tential sales. 

15. How to construct a chart of accounts. 

The days of hit-or-miss activity are over, 
drowned in a sea of red ink. Here is traced the 
procedure whereby any manufacturing business, 
large or small, can analyze its condition, and 
make sure in advance that the operations and 
methods it uses will result in profits rather than 
mere volume. Top executives and department 
heads, as well as controllers, accountants and 
financial executives will find the book an inval- 
uable addition to their reference shelves. 
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*The word DICTAPHONE is the registered Trade-Mark of Dictaphone Corporation, makers of Dictating Machines and Accessories to which said 
Trade-Mark is Applied 
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The Nf15\W Model 12 


DU CWAP EONS 


If you dictate anything to secretary, stenographer, 
or dictating machine . . . . letters, memoranda, in- 
structions, speeches, anything . . . . you have a 
treat in store for you. 

The NEW Dictaphone .... Model 12.... 
has the NEW Automatic Monitor. 

You change your mind often when dictating? 
The Dictaphone Monitor takes care of it. 

You want neat, well-spaced letters brought back 
for you to sign? . . . . The Dictaphone Monitor 
insists upon it. 

You want ease and comfort while dictating? 
The Dictaphone Monitor gives it to you. Our 
Automatic Monitor is the newest and most use- 
ful development ever made on the dictating ma- 
chine. It will change your whole idea of dictation 
methods. 


We would like to send you a description of this 
Automatic Monitor and other new developments 
on our new Model 12. 

Call us or use this coupon—You will find our 
brochure “Progress” mighty interesting reading. 





DICTAPHONE SALES CORPORATION 
420 Lexington Avenue 
New York, N. Y. 


Send me your “Progress” Brochure. 


Company 

















accounting is CUim 
accurate, less expense 
and is paid for by better management 


In today’s highly competitive markets, management requires more 
from figures than the financial position at the end of a definite period. 
The whole basis of the modern Punched Card System of Account- 
ing is to record every transaction in such form that it is not only 
usable for the quick performance of the ordinary routine of 
accounting but is instantly available to produce comparisons and 
analyses for management. The value of these reports lies in the 
fact that they are complete and current. Disclosures are made in 
time for correction of policy. 

Strange as it may seem, the cost of routine accounting performed 
by Powers Method is usually less than for the same work done 
manually. The machines are leased so require no capital invest- 
ment. They do not show depreciation or obsolescence on the users’ 
statement. Speed and accuracy alone would warrant the adoption 
of the system. Of far greater value is the fact that Powers reports 
are complete and current. 

There is a booklet entitled “ Management Reports... in the Modern 
Manner” which tells the story of what Powers is and what Powers 
does. A copy will be sent gladly to any major or departmental 
executive. Address your request to Powers Accounting Machines, 
Division of Remington Rand Inc., Buffalo, New York. 
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The POWERS CARD is the basic accounting record, readable if desired. The location of 
the holes in 45 or 90 columns determines the words and figures that will appear in the 
books of accounts. Through the Powers Automatic Punch the original records are 
transcribed into Punched Cards. This machine is operated by a keyboard similar to a 
typewriter. The POWERS SORTER receives the cards and arranges them by any common 
denominator. Because of this mechanical means of sorting all kinds of analyses for man- 
agement are possible. The POWERS TABULATOR interprets the holes in the cards and 
produces in printed visible form the various records required for routine accounting as 
well as the break-downs for management. The POWERS REPORTS are complete 
accounting records. They are produced at less cost and in only a fraction of the time ¢ f 
those made manually. Furthermore, they are always accurate and complete. POWERS 
SERVES Banks, Chain Stores, Public Utilities, Federal, State and Municipal Govern- 
ments, Railroads and Insurance Companies, Industrial and Commercial Enterprises. 





WILL SPEAK TO YOU THROUGH 
PUNCHED CARD ACCOUNTING 


Changes are occurring constantly in every 
business—in your business. Are you keeping 
up with them? Are you aware of the day-to- 
day status of every department? Do you have 
immediate knowledge of men, minutes and 
materials? You do if you employ the Interna- 
tional Electric Accounting Method. 

By this method, all detailed facts pertaining 
to the management of your business are con- 
tinually at your fingers’ ends. Your business 
“speaks” intimately and clearly. 

The basis of the International Electric Ac- 
counting Method is the tabulating card. All 
business transactions, operating and statisti- 
cal information are transcribed from the source 


into these cards in the form of punched holes. 
And these punched cards AUTOMATICALLY 
operate the machines which produce complete 
reports in printed and tabulated form. 

The economy and efficiency of this modern 
accounting method are acknowledged by busi- 
ness and government in seventy-nine different 
countries. A complete demonstration awaits 
you in any of our branch offices. Meantime 
send for new, illustrated folder—The Prog- 
ress of Machine Accounting. 

Other International Business Machines in- 
clude International Time Recorders and Elec- 
tric Time Systems, International Industrial 
Scales, and Electromatic (All-Electric) Type- 
writers. 


Be sure to see the special, action demonstration of 
International Business Machines at the Controllers’ 
Convention, Waldorf-Astoria, September 17 and 18. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Branch Offices in all Principal Cities 
of the World 


General Offices, 270 Broadway ee 
New York, N. Y. W 








